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A Profits Policy? 


ip BAL a comprehensive wages policy is overdue is obvious. It is less 

certain that such a policy will be effectively hanimered out and im- 
posed by a slightly schizophrenic Cabinet who can never, in this con- 
nection, be quite sure whether they are His Majesty’s Government or the 
Political Action Committee of the Trades Union Congress. If it is so 
drafted and imposed, a quid pro quo is likely to be required. The Trade 
Unions are already pressing for a profits policy to match the wages policy 
and, with Budget Day looming ahead, there appears the possibility of a 
nicely symmetrical policy of profits restriction. 

Unfortunately, the necessities of party diplomacy and the facts of 
economics are not here in perfect harmony. The symmetry does not 
exist; between wages and profits there is no exact parallel. Wages are 
contractual payments, profits are a residue. Trade Union agreements, 
or the law of the land may say: You shall pay no less, or no more, than 
the following. No law or agreement can say: You shall make such and 
such an annual surplus over expenses, no more and no less. With con- 
siderable difficulty, with a touching reliance on the conscientious scruples 
of the business man, and with a deplorable indifference to justice as 
between the plodder and the venturer and between lightly and heavily 
capitalised industries, the law might indeed put a ceiling on rates of 
profit per unit of capital ; but it could not, as it does with wages, put a 
floor under them, and in any case it is not profit rates but profit totals 
which interest public opinion, and particularly the sensitive opinion of 
those likely to be affected by a wage policy. 

This confusion between the rate of profit and the total of profits is only 
one of the many misunderstandings that surround the whole subject. 
For example, some of the language that is held in Labour circles 
suggests a belief that there has been a large increase in the profits of 
industry during the war years. But there is really very little warrant for 
any such belief. It is true that, in the official estimates of the National 
Income, the item labelled “ Interest and Profits” shows an increase of 
85 per cent from 1938 to 1945, while those labelled “ Salaries” and 
““ Wages” show increases of only 44 per cent and 64 per cent. But this 
crude comparison is most misleading. For one thing, “ interest and 
profits” includes farming profits and professional earnings, neither of 
which are usually intended when accusations are levelled at “ the profits 
of industry.” Secondly, the totals of salaries and wages must be adjusted 
for the great transfer of men and women into the armed forces. The 
total of “‘ earned incomes” shows an increase of 94 per cent. 

A much closer approximation to what has been happening to industrial 
profits can be obtained from the figures compiled by The Economist 
from the published accounts of joint-stock companies. The results can 
best be exhibited in the form of a chain index-number, as follows :— 


1939 ......... 100 Ee x n6sc000s 99.8 BOOB ietccmse 110.7 
i eee 102.3 ae 102.0 1946 (9 mos.) 120.8 
3941 j....4:¢: 99.6 NSA. ca8: 106.2 


It is true that the figures on which this index is based, though they 
are struck before the payment of income tax, are calculated after Excess 
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Profits, Tax, ,,But the sum collected in EPT and NDC together 
~~mever reached’ {500 millions in any one year. If it were possible 
to calculate an index of profits before EPT it would be most 
unlikely to show an increase of more than §0 per cent over the 
eight years, which would barely be enough to keep pace with the 
falling value of money. Moreover, companies have followed a 
- very conservative policy in the distribution of their earnings. 
In 1939, of the total of profits coming under review for The 
Economist’s figures, 15.1 per cent was placed to reserve; for the 
first nine months of 1946 the figure is 22.2 per cent. With such 
a moderate increase in total profits, and with a reduced propor- 
tion of them being distributed, it is probable that the real pur- 
chasing power of personal incomes derived from profits, even 
before the payment of income tax, is now lower than before 


the war. 
x 


The second great misconception about profits is that they 
are identical with rich men’s incomes. There is, it is true, a 
connection, but it is not very close, and if there were, as there 
should be, a great increase in profit-sharing schemes, the 
connection might become quite remote. Even if all profits 
went into rich men’s pockets, any sort of tax on, or restriction 
of, profits as such would still suffer from the overwhelming 
disadvantage that it would fall exclusively on one form of 
rich man’s income. There are relatively just as many large 
incomes derived from rent or interest or preference share divi- 
dends as there are from profits—but a tax on profits falls exclu- 
sively on the ordinary shareholder. Where is either the equity 
or the common sense in taxing the rentier only once and the 
enterpriser twice? If distinctions have to be drawn between 
different kinds of property incomes, those that are the fruit of 
risk-taking should be taxed more lightly, not more heavily, 
than the rest. If “soaking the rich” is the order of the day, 
then the best way to do it is by means of death duties. The 
second best is by a wider margin in the income tax - between 
earned and unearned incomes. The worst of all—worst in 
equity and worst in its effect on enterprise—is a tax on profits 
as such. 

The third misunderstanding is that a Labour Government 
ought to want lower profits. It is true that the “ profit motive ” 
is in bad odour. The words conjure up a picture of esurient 
plutocrats pursuing a selfish interest diametrically opposed to 
that of the general public, inordinately greedy, totally irrespon- 
sible, and entirely flinty-hearted. To try to replace this picture 
by one of a gallant, public-spirited, far-seeing and devoted 
band of crusaders against national penury would of course be 
purely silly. But why it should be more greedy to try to 
improve one’s profits than to try to improve one’s wage or 
salary, and more irresponsible to put capital into greyhound 
tracks than to prefer the life and pay of a pools tout to those 
of an agricultural labourer,.or more hardhearted to close down 
a+redundant works than to limit the right of entry into a 
union, or more unpublic-spirited to restrict production than 
to “ work to rule,” it is really very hard to see. The sins of 
business men are on a larger scale, and therefore more striking, 
than those of their employees ; but their unethical practices 
ace no more and no less an argument against high profits than 
‘the unethical practices of other people are an argument against 
high wages and salaries. Any Labour Government that knew 
which side its bread was buttered would want a rise in the 
total of profits—just as any Conservative Government ought 
to take heart from a rise in the total of wages. High profits 
and high wages are (inflation apart) both of them signs of high 
activity. They are at once the means to and the product of a 
high standard of living. 

But because a special tax on profits or an attempt to limit 
the total volume of profits would be both unjust and unwise, 
it does not in the least follow that any sort of policy towards 
profits and the processes by which they arise is either impos- 
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sible or undesirable. What is important and necessary is that 
profits, like wages, should be a return for services genuinely 
rendered. Profits from serving the public by enterprise and 
judgment, by indefatigable probing after better techniques, 
by economy and boldness, by the divining of new needs and 
the harnessing of new resources, by all those qualities which 
lie outside the scope of plodding routine administration, are 
one thing ; profits from squeezing the public, by rings and the 
ubiquitous price-maintenance agra:ment, by feather-bedding 
and the suppression of new processes, by the inert weight of 
monopolistic inefficiency, by sheer stertorous inactivity behind 
a safe barricade of licensing regulations, are altogether another. 
The trade unions are constantly urged to forget their depres- 
sion-mindedness, to abolish restrictive regulations, to rid them- 
selves of ca’canny, to encourage mobility, and so forth. It is 
time that the captains of industry heard some similar advice, 
equally well-sustained and forcible. There is no defence for the 
“private unenterprise’’ which Mr Herbert Mocrison casti- 
gated some years ago, and whose props. and buttresses— 
whether the outcome of “ self-government in industry ” or of 
Government action—were, no less than the silliest trade union 
restrictionism, the fruit of depression-mindedness. 

Here is the field for a real profits policy, a policy designed 
to emancipate the old slogan of “small profits and quick 
returns,” a policy which in reducing the rate of profit would 
greatly increase the total volume of profits—and of wages too. 
From left to right across the whole spectrum cf economic 
opinion there is not one dissentient today from the proposition 
that what British trade and industry need is more mobility, 
more fluidity, speedier adaptation. The right profits policy is 
one which would remove from profits the stigma of mono- 
polistic extortion by breaking down the adhesions and limber- 
ing up the ankylosed joints of the “private sector” of the 
British economy. To clamp special taxes and restrictions on 
profits will not help towards that end ; indeed, it will drive the 
private sector further into timidity. But if a real profits policy 
on these lines were pursued—it would be pleasant to be able 
to point out any signs that the Government intend to do it— 
a high profits index would mean what it always should mean: 
a forward-moving, dynamic system moving under good 
economic leadership towards prosperity. 


The Stalin Gambit 


We regret that, owing to a misunderstanding about a 
last-minute correction in proof, the paragraphs of our 
First Leader of last week, as happened to the stanzas of 
Goldsmith’s “ The Prospect,” were printed out of their 
intended order. We apologise to those of our readers 
who thought our views even less coherent than usual ; 
those who noticed nothing wrong possibly owe us an 
apology. A limited number of prints of the article in 
its correct sequence is available. 

This is an appropriate opportunity to express, on 
behalf of our printers and ourselves, regret at the mis- 
prints that occur in The Economist. The printing trade 
in London, and most particularly the printers of 
-periodicals, are still suffering from the most grievous 
shortages of labour and plant, which have been inten- 
sified by. the agreements recently reached with the 
Unions. A higher proportion of the contents of The 
Econonvst is written and set up in type within the 48 
hours. prior to publication than is the case, we believe, 
with any other comparable periodical. It is something 
of an achievement in present circumstances that the 
paper gets printed at all, and it is inevitable that mis- 
takes should occur from time to time. We attempt to 
correct those that are misleading, and not merely annoy- 
ing, and we ask for the indulgence of our readers until 
normal conditions return. 
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Defence in Two Worlds 


AD Lord Montgomery been asked, during his recent visit, 

to. Moscow, in what sense exactly he was Chief of an 
Imperial General Staff, he would have found it hard to answer. 
The present CIGS is not the man to denigrate his own title 
by explaining that it is archaic; nor would he insist that it 
means al! it says to Soviet statesmen, who must by now have 
decided that no useful calculation can result from the formula: 
Australia is to the United Kingdom as Byelorussia is to the 
Soviet Union. He would have had to explain that in peace- 
time the Imperial General Staff exists only as an idea in the 


‘minds of students of the Defence College ; that the brains of 


“ imperial ” strategy come almost exclusively from the forces 
and universities of Great Britain, and the plans from its Navy, 
Army and Air Force staffs ; that whenever the Dominion Prime 
Ministers meet in London to discuss the Empire, they think of 
10, Downing Street as a club where much is said off the record, 
and nothing ever finally decided, about their greatest common 
interest—security. So the fighting men are left to do a great 
deal more planning and preparing than the politicians dare or 
care to take credit for. In the circumstances of last month, the 
CIGS might have added a caution to the effect that a Dominion 
—in Mr Bevin’s phrase—“ ties itself to no one”; it is auto- 
matically brought into war by no alliance or undertaking of the 
Government in London. 

This sketch would have been received in Moscow with polite 
incredulity, as it once was in Germany, and still is in America. 
At first sight it looks like a caricature. Only when the lines 
are thickened, and the shadows rubbed in, and the detail drawn, 
is a formidable power revealed. The incredulous foreigner 
m'ght well ask whether nothing has been learnt from the war, 
how such loose arrangements as those of 1939 can be tolerated, 
why a Socialist Government is not planning with the Dominions 
the most efficient organisation of their productive resources for 
security. He might even ask whether imperial defence was to 
be one of the last refuges of private enterprise. He would not 
be far wrong. For the essential idea of the latest thinking on 
imperial defence is that essential war industries, skilled white 
manpower, research organisations, and raw material stocks, 
should be dispersed throughout the Commonwealth. 

The very suggestion at the moment sounds fantastic: 
emigration of skilled workers, when increased production is 
the target for years ahead; creation of heavy and light 
Dominion industries to compete with British ; emigration of 
Scientists when there are not sufficient scientific students to 
meet the current needs. Yet the suggestion was quite seriously 
made, less than nine months ago, by the British Chiefs of Staff. 
It was presented, as part of an outline plan of imperial defence, 


for study by the Dominion Prime Ministers, with the approval 
of a Labour Cabinet well aware of the man-power problem 
looming ahead. It was cordially received—particularly by the 
representatives of Australia and New Zealand—because it 
oftered a sharing of British skill, brains, and man-power for 
industry, and of authority, responsibility, and planning for 
defence. Litt'e has been heard of that plan since. The detailed 
comments of the Dominion Governments have not yet reached 
London. It is never referred to in current home controversies 
about defence and man-power, about foreign policy and Britain’s 
declining strength. The usual cosy haze is gathering around 
yet another vision of imperial co-operation, obscuring indis- 
criminately what is practicable in it and what is impracticable. 
* * * 

Yet if any question is vital it is this: whether it is safe to 
continue indefinitely the concentration of skill, productive power 
and military resources in an island so vulnerable to long-range 
weapons and new methods of warfare. The first result of dis-. 
persal would obviously be to weaken one of the three integrated 
economies which have proved their power in modern war ; but 
the long-term result might be to establish in Africa and the 
Pacific new concentrations of power more effective because less 
vulnerable to an unexpected attack. What choice is to be made 
and how will it affect policies for emigration of British workers, 
immigration of foreigners, planning of potential war industries, 
distribution of fuel and raw material stocks, and the allocation 
of financial burdens? The question is neither premature nor 
pessimistic. Whatever security plans are evolved by the United 
Nations, they will involve risks for the Powers who will have 
to enforce them. Whatever defence plans are approved by a 
British Cabinet will affect in a variety of ways its financial 
and industrial policy, and that of each Dominion. 

It would not perhaps matter that Dominion—and Colonial— 
resources should be temporarily out of mind were the man- 
power situation in this country not so desperate. A considerable 
cut in the strength of the regular services, a reduction in the 
numbers employed in such masked war industries as civil 
aviation, the importation of foreign labour, all these would be 
more confidently accepted if the planning of which they are part 
covered also greater Dominion contributions of men and’ 
economic potential to imperial defence, and a great increase in 
the total number of skilled workers in the Dominions, to be 
secured by training and alien immigration. Financial as well 
as man-power difficulties arise from imperial commitments, 
from the need to keep forces in the eastern Mediterranean, the 
Middle East, and the Indian Ocean ; therefore, the attempt to 
solve them should take account of imperial resources. An oppor- 
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tunity to do so offered itself in the House of Lords last week 
when the first debate ‘of this Parliament on imperial defence. 
took place. But when Lord Strabolgi rose “to draw attention 
to’ the contribution to be made by the United Kingdom and 
the Colonies to the solution of the probems of imperial defence ” 
he referred to the “contributions of the Dominions” as a 
separate subject and seemed to suggest that there was no desire 
oni either side of the House to discuss it. Lord Addison was 
thereby enabled to avoid all reference to broad principles and 
to’ confine himself to general assurances that the Army’s regular 
strength would be “ substantially lower” than a million men, 
that the possibility of raising large bodies of troops in the 
African Colonies was appreciated, that the Royal Naval Reserve 
would not ‘be abolished and that the salvation of the country if 
again involved in war would lie in the work of the new Ministry 
of Defence. It would have been more satisfactory to learn that 
thé ‘Ministry of Defence, even in the throes of reorganisation, 
was following up the general plan presented to the Com- 
mronwealth Prime Ministers and the Colonial Secretary last 
summer. 

It is a striking feature of this plan that it reflects the influence 
on Service minds of. day-to-day contact during war with 
- scientific, industrial, commercial and financial experts. It rises 
above the narrow conception of strategy as the disposition of 
armed forces to the broader view of it as the disposition of total 
national and imperial resources. Interruption of that contact 
and a waning of that influence may partly account for the 
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obscurity into which the Chiefs. of Staffs’ ideas seem to have 
fallen. If so, then the Ministry of Defence should provide for 
its revival. Lord Montgomery and his two Service, colleagues 
now have a scientific colleague in Sir Henry: Tizard: They 
need yet another—maybe two more—to advise on the industrial 
and economic aspects of defence and on the problems of civilian 
and labour organisation in war. How clse can the Minister of 
Defence form an independent judgment of the resources on 
which he can call or balance the claims of British social policy 
against the requirements of imperial defence policy? 

In the present session of Parliament there will be questions 
and debates in the Commons on foreign policy, on conscription, 
on man-power needs, on colonial policy, on defence organisation. 
Both sides of the House should use these opportunities to ensure 
that imperial needs and resources are never lost sight of, that 
no readiness of the Dominions to share the burden of world 
power is overlooked, that British foreign policy in Europe has 
the general support of these “ middle Powers,” which intend 
anyhow to play the dominating British part in the affairs of the 
Pacific. Nor should it be forgotten that Britain’s chief friends 
in Europe—the French, the Belgians, the Dutch—have vast 
imperial territories. Their interests were shown during the war 
to be bound up with those of the Colonial. Empire and their 
resources must be counted as part of the wealth and strength 
of western Europe. When these things are forgotten and 
imperial governments lose their sense of purpose, planning 
becomes parochial and foreign policy defeatist. 


The Smaller Powers ri Germany 


HEN the peace treaties with Germany’s satellites were 

discussed in Paris last summer, it soon became evident 
that the smaller Powers fell into two groupings—the Poles, 
the Jugoslavs and the Czechs voting on most occasions with 
the Soviet delegates, the other nations—in particular the 
Western Europeans and the British Dominions—generally 
siding with the Anglo-American view. This division was kept 
within some bounds by the fact that on a number of major 
issues, the Big Four were already agreed, but the clash came 
clearly into the open whenever a problem had been left 
unsettled. And it tended to crop up even in discussions where 
agreement had been reached by the Great Powers, for some of 
the “ Western ” countries, Australia at their head, challenged 
the right of the Big Four to make decisions binding on the 
whole Conference and urged that greater consideration should 
be given to the views of the middle and smaller Powers. The 
“ Eastern” Powers, on the contrary, on most occasions 
reaffirmed their faith in Great Power unity and their support 
for the agreements previously reached. 

“Both the clash over procedure and the division on substance 
are already reappearing at Lancaster House, where the four 
Deputies of the Foreign Ministers have almost concluded their 
hearing of the smaller Powers’ views on the German treaty. 
Once again, the British Dominions are expressing their vigorous 
disapproval of methods of peace making which leave to the 
smaller Powers little more than permission to put a rubber 
stamp on the conclusions of the Big Four. Neither the 
Canadians, the South Africans nor the Australians have sub- 
mitted detailed statements of their views on the German treaty 
and are not prepared to do so until they see some hope of 
having them seriously discussed. Meanwhile, the Australians 
and South Africans have proposed that the Moscow Conference 
should lay down only general directives for the German settle- 
ment and that their detailed application should be worked out 
by special committees on which all the “ active belligerents ” 
serve and which would prepare the treaty for the final Péace 
Conference. 


Both the Australians and the Canadians suggest that this 
treaty need not necessarily be a treaty with Germany in the 
formal sense of a contract signed by two sides. No German 
Government exists and it would be unwise to bring one into 
being prematurely, simply in order to sign a peace. They sug- 
gest, instead, that the treaty should take the form of an Interna- 
tional Statute imposed on Germany until such time as a central 
government exists capable of signing a formal peace treaty. 
In this proposal, Australia and Canada have Belgium’s support. 

The Czechs, the Poles and the Jugoslavs, on the other hand, 
have merely expressed their gratitude for being allowed to state 
their views at this early stage and each Government underlines 
the need for agreement between the Great Powers as an essential 
condition of the peace. 

The differences on the substance of the treaty are more 
difficult to define at Lancaster House than they were at Paris. 
Then, the matters on which the Great Powers differed were 
lifted into prominence by the fact that they were the exceptions 
to complete agreement on the rest of the drafts. But in the 
case of Germany, all is confusion. Nominally, the Great Powers 
have agreed on a number of policies. They began the process 
in 1945 at Yalta, carried it on at Potsdam and at the reparations 
conference in Paris, and added another chapter with the Level 
of Industry Plan in March, 1946. But it is an open secret 
that all the Great Powers are ready, and some anxious, to revise 
all these agreed policies and that, in fact, many of them are 
already a dead letter. In short, the chief difference between 
peace making in Paris and the present phase at Lancaster House 
is that at Paris the Big Four had reached preliminary agree- 
ment. So far, on Germany, they are deeply divided. 

The attitude of the smaller Powers throws some light on 
these divisions. With certain exceptions, they have again split 
into an Eastern and a Western grouping with sharply divergent 
views. In the political sphere, South Africa, Canada, Brazil, 


Greece, Norway, Belgium and Holland favour a federal 
Germany. The Poles, the Czechs and the Jugoslavs favour 4 
centralised unitary state and for the same reasons—that to split 
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up Germany’s historic unity will increase pan-Germanism and 
revisionism, that the separate federal states will be a cover for 
aggressive nationalist elements and that a centralised government 
js more accessible to Allied control. 

In the social field, there is more apparent agreement. Most 
Powers speak of de-Nazification, and Canada, Poland, Jugo- 
slavia, Norway, Czechoslovakia and Holland all refer specifically 
othe breaking. up of the trusts and monopolies which have 
dominated the German economy. But it is not at all certain 
that the different Governments have the same process in mind 
when they speak of “ breaking up the trusts.” The Poles, the 
Czechs and the Jugoslavs couple their attack on trusts and 
monopolies with demands for land reform to destroy the power 
of the Junkers and ask that all trusts in the hands of “ collabora- 
tors” (which virtually means. the whole of heavy industry and 
mining) shall be nationalised, whereas the Westerners, such as 
the Canadians and even the Dutch, see in cartels not so much 
a malevolent social and political force as a dangerous economic 
obstacle to private competitive enterprise. Under a common 
form of words lurks considerable divergence of interpretation, 
and the Jugoslav delegation made no secret of its belief that 
Britain and America are supporting the industrialists and the 
Junkers against “ the true interests of the German people.” 

The division between East and West is repeated over the 
territorial question. South Africa specifically condemns the 
Polish annexation of Germany east of the Oder, Australia refers 
to the Atlantic Charter with its pledge that frontier changes 
shall be made only with the consent of the people concerned 
and Canada asks that frontiers should in general follow the 
ethnic line. The Belgians and the Dutch both seek very small 
frontier rectifications to their own advantage; they, therefore, 
do not specifically condemn the enormous transfers of territory 
which have taken place in the East. But they underline the 
modesty of their own claims. Poland, on the other hand, 
demands that the Oder frontier shall be recognised in the 
treaty, the Jugoslavs specifically support the Polish claim and 
the Czechs demand a series of frontier changes in their own 
favour, although on a much smaller scale. The Czechs have 
an obvious and overwhelming common interest with the Poles, 
since both have been responsible for a mass evacuation of 
Germans from their territory. The Czechs’ uneasiness can be 
measured by their demand that the peace settlement shall 
forbid the expelled Sudeten Germans to form any separate 
group or organisation which might develop revisionist aims. 

The most controversial issue turns on the problem of 
Germany’s economic future and, in particular, on repara- 
tions. On this point, the distinction between East and 
West is somewhat blurred, for most of the smaller nations 
are determined to receive reparations, and the Greeks 
and the Norwegians, for instance, are almost as insistent 
as the Jugoslavs or the Poles. Only South Africa has reached 
the decision to renounce all industrial reparations. Neverthe- 
less, untderlying the general desire for reparations, there are two 
sharply divergent lines of approach and they, as might be 
expected, represent a Western and an Eastern point of view. 

The “Western” nations—the British Dominions, Belgium, 
Holland and Norway—are more or less prepared to face the fact 
that if reparations are to be paid, the German industrial machine 
must be restored sufficiently to give a measure of prosperity 
to the Germans and to supply a balance from which reparations 
can be paid. But they recognise that this strengthening of the 
German economy might recreate a war potential in Germany. 
The South Africans, the Canadians, the Dutch and, more 
guardedby, the Belgians, therefore suggest that this danger can 

met in general by integrating German industry in a larger 
European economy and in particular by setting up a permanent 
international control in the Ruhr. The Canadians suggest that 
the larger task of integration could be entrusted to the newly- 
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formed European Commission. The Belgians specify thad 
control in the Ruhr should be vested in the first place im 
Britain, France, Belgium, Holland and Luxemburg, but they, 
do not regard this list as exclusive. The other Powers are 
content to say that it should be “ international.” 

The approach of the Poles, the Czechs, the Jugoslavs and 
the Greeks simply ignores the problem of restoring the German 
economy to some degree of prosperity. On the contrary, the 
Poles and the Jugoslavs denounce the recent Anglo-American 
decision to make credits available to Western Germany as a 
first sinister step in the direction of the Allies’ loan policy 


-between the wars, when, between 1925 and 1930, according to 


the Poles, foreign: loans to the extent of $9 per head of the 
population were invested in Germany, the ex-enemy, against 
$1.85 in Poland, the risen friend. The Easterners all insist that 
the reconstruction of Cermany’s victims must come first and, 
even if German recovery is delayed, German wealth must be sent 
as reparations to rebuild the war-devastated lands before it is 
used to restore Germany. The Jugoslavs and the Czechs, in 
particular, wish the reparations agreements reached in Paris to 
be honoured. There, it will be recalled, all the Powers, with 
the exception of Russia and Poland whose quotas were fixed 
at Potsdam, agreed on the percentage of German reparations 
each should receive, although no global figure was fixed. The 
Jugoslavs now suggest that at Yalta not only was the sum of 
$10 billion allocated to Russia, but a further $10 billion was 
agreed for the other Powers; accordingly they demand their 
promised percentage. They also remind the Powers that 
agreeement was reached at Paris to take reparations from current 
production, especially coal, to allot German assets held in the 
Western Zones of Austria and to take over German property 
invested in neutral countries. 

The Jugosilav proposal may receive some support in the West, 
for the Dutch and the Belgians were signatories of the Paris 
agreement and however much more alive they may be than 
are the Eastern governments to the necessity of restoring the 
German economy, as an essential preliminary either to repara- 
tions or to European prosperity, they, together with all Ger- 
many’s neighbours, to the East or to the West, have a natural 
tendency to seek to insert in the treaty a number of their own 
special economic interests. The Greeks ask that Germany should 
be compelled to buy Greek tobacco for the next twenty years. 
The Jugoslavs want part of the German Danube fleet in 
reparations. The Belgians want 6 million tons of coal, 750 
million kwh. of electricity, and deliveries of phosphate and salt 
in annual reparations for the aext forty years. The Dutch and’ 
the Belgians wish to control Germamy’s river transport, to 
prevent any diversion of traffic from the Rhine to the North 
German ports and to veto German canal building. The Dutch 
want to prevent German self-sufficiency in food and to forbid 
high agricultural tariffs. The Norwegians demand control of 
German trawling, a limitation on the size of German fishing 
and merchant ships, and a complete ban on German whaling 
expeditions. 

It is difficult to believe that the statements and suggestions 
of the smaller Powers will do much to clarify the German 
issues. Their bewildering variety of particular demands will 
need to be co-ordinated, while the general cleavage in their 
approach will only reinforce, since it almost precisely mirrors, 
the divisions between the Great Powers. This is not to say 
that divergencies are essentially insuperable. Given patience 
and the desire for understanding, a compromise could be found 
between extreme federalism and extreme centralisation, between 
the various versions of “ de-Nazification”” and even between the 
question of restoring or not restoring German economy as a 
preliminary to reparations. But the smaller Powers can make 
little contribution to that compromise. Either it will be worked 
out in Moscow or the divisions on Germany will remain. 
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Whose Victory in Asia? 


F a Nazi and a Japanese militarist were to-day to survey the 

countries recently overrun or threatened by the aggressions 
of the Axis Powers, it is probable that the latter would find 
more satisfaction than the former in the enduring traces of his 
defeated policies. In Europe, indeed, there are turmoils and 
tensions in plenty, but they arise from conflicts among the 
victors rather than from any post-war activities of former 
friends or protégés of Germany. The race of quislings and 
collaborators in what was German-occupied Europe has been 
virtually wiped out ; Franco survives, but he is at least sub- 
jected to verbal penalties by the United Nations. In several 
Asiatic countries, on the other hand, ex-collaborators flourish, 
or their memory is honoured, in spite of the Allied victory over 
Japan. The reason for this is the support which the Japanese 
in their own interest gave to forces of insurgent nationalism 
in Asia, other than Chinese, and although these forces were 
of little use to Japan when the tide of war turned and hav- 
indeed broken away from association with Japan in defeat, 
they have given a queer twist to Allied victory from India to 
the Philippines. 

In 1941 there were in Asia cast of the Indus and south of 
Siberia only three independent states—Japan, China and Siam. 
In India, Burma, Malaya, Indonesia, Indo-China and the 
Philippines some degree of rule by Western nations was estab- 
lished. It was this world of dependent territories which Japan, 
an Asiatic Power, invaded, and it was obviously to Japan’s 
advantage to promise independence to the subject peoples and 
proclaim a war of liberation from colonial rule. Moreover, the 
fact that the Japanese had already been making war on China 
meant that they could exploit antipathies against China which 
existed where Chinese immigration had created minority prob- 
Jems in rejation to the native population. 

The countries under Western sovereignty were in various 
stages of constitutional development. The Philippines were 
the most advanced in progress towards self-government ; there 
was already internal autonomy under a “ Commonwealth ” 
government, and full independence (with reservations about 
American naval bases) had been promised for the year 1946. 
Burma came next; there was already an elected legislature 
and a responsible Burmese Cabinet, but wide powers remained 
to the British Governor and no dated pledge of independence 
had been given.. In India there was provincial self-government, 
but progress towards responsible government at the centre had 
been held up. In Malaya, Indo-China and Indonesia the struc- 
ture of colonial rule had been little affected by the movement 
towards transfer of authority into the hands of elected native 
representatives. Moreover, in parts of all these countries, 
except the Philippines, there was a system of indirect rule 
through native princes and chiefs; these, long accustomed to 
external control and mainly concerned about retaining their 
position and revenues, were obedient enough to the existing 
regime, but for the same reasons were for the most part ready 
to transfer their obedience without great reluctance to a power 
which proved itself stronger. 

In no one of these countries, not even in the Philippines, 
was there any national control over foreign policy. The foreign 
policies which determined their relations with Japan were 
decided in London, Washington, Paris and The Hague. It was 
not the Burmese, but the British, who decided whether the 
Burma Road was to be kept open or closed; the Javanese had no 
more say in the Dutch decision to join in applying economic 
sanctions to Japan after the entry of Japanese troops into south- 
ern Indo-China than the Annamese had in the French decision to 
permit that entry. In the Philippines the economic measures 





taken against Japan by decree of the President of the United 
States were very unpopular with Filipino business interests, for 
there was a lively Japanese demand for Philippines minerais— 
iron, copper, manganese and chrome—which were not market- 
able in America. 

There is, indeed, no reason to:believe that any of the depen- 
dent countries of south-east Asia would have taken economic 
action against Japan if their native national leaders had had 
the choice. But the measures taken on their behalf by Western 
Governments were passively accepted on the assumption thi: 
the Western Governments were at least able to protect frora 
invasion and devastation the countries which they ordered to 
cut off supplies from a great naval and military power. But when 
the time came, it turned out that neither the Americans nor the 
British nor the Dutch were able to defend the countries which 
they had committed to operation of their policies. Their un- 
successful efforts at resistance only brought the horrors of 
war on to the heads of the population. The one country which 
remained unscathed in the great forward sweep of Japanes 
power was Siam, whose Government at once capitulated and 
joined the aggressor. 
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That the Japanese were never able to achieve popularity ‘1 
any of these countries was due primarily to the attitude and 
behaviour of their troops. Whatever measures might be devised 
by Japanese politicians and propagandists for winning ove! 
Asiatic peoples in the struggle against the West, they were 
unable to alter the character of an army trained to regard itself 
as the instrument of a divine authority, to wage war with the 
utmost ruthlessness and to treat all non-Japanese as inferio? 
beings. Everywhere the man in the street—or in the jungle— 
became disgusted at the arrogance, cruelty and rapacity of the 
Japanese soldiers. Moreover, the Japanese were unable, even 
to the limited extent to which they might have wished it. (0 
bring to the occupied territories anything like the “co 
prosperity ” of which their propaganda talked. 

Nevertheless, the Japanese did attract support by a policy 
rewards to anti-Western nationalists. They set up and gavt 
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diplomatic recognition to three formally sovereign independent 
States—the Philippines and Burma within the sphere of their 
occupation and “India” represented by the “ Government ” 
under Subhas Bose, first in Singapore and later in Rangoon. 
A fourth State, that of Indonesia, was prepared in the last 
months of the war, though it was only formally proclaimed 
after Japan’s surrender. In Indo-China the Japanese were con- 
tent to maintain French authority nominally intact until the 
spring of 1945, when it became clear that the French adminis- 
tration and troops would turn against Japan at the first oppor- 
tunity and the Japanese were forced to suppress them; by 
this time the Annamese revolutionary nationalist movement 
had become so closely associated with Chinese support that the 
Japanese could make no use of it, and all they could do was 
to proclaim the independence of the French-protected k:ngs of 
Annam, Cambodia and Luang Prabang and take over direct 
control themselves in Saigon and Hanoi. 

The Japanese had not under-estimated the immense 
importance for Asiatic nationalists of the outward semblance 
of independence. The Japanese certainly intended to keep 
in reality the tightest control in future over all the countries 
of Greater East Asia, and the creation of the new sovereignties 
did not interfere with the almost unlimited powers of the 
Japanese army commanders in their respective zones. But 
the Japanese understood well, what the Anglo-Saxon so often 
does not, the humiliation of lacking recegnised national inde- 
pendence, the injury to pride which is suffered, particularly 
by the educated section of*a subject people, and which tends 
to rankle to the exclusion of rational calculations of gain and 
loss. For this reason the Japanese let their puppets have all 
the outward trappings of sovereign power. 

The results of Japanese political warfare can be seen to-day 
in the political standing of leaders, who either actively co- 
operated with the Japanese or adopted a neutral attitude. In 
India, the dead Subhas Bose is regarded in Congress circles 
a% a national hero, while public honour is given to the Indian 
soldiers who joined his army to fight under Japanese command. 


‘i NOTES OF 


_ It does not appear that the present sittings of Parliament 
will differ in character from those before the Christmas recess. 
In the two weeks since the House of Commons reassembled, the 
second readings of the Agriculture Bill, the Town and Country 
Planning Bill and the Electricity Bill have been held, and the 
standing committee on the Transport Bill, increased in size to 
5o members, has begun its sittings. The Government, it is quite 
clear, is determined that its legislative programme shall be com- 
pleted at all costs. 

What is the cost? On two occasions this week, the Opposition 
protested against the way the House is being driven. Mr Eden 
called attention to the fact that although a debate on the world 
food situation—at the Government’s instance, it is worth pointing 
out, not the Opposition’s—had been fixed for Thursday, the full 
report of the preparatory commission of the Food and Agriculture 
Organisation, which should clearly be one of the chief raw 
materials for the debate, was only available on Tuesday. He 
therefore asked that the debate should. be postponed for a week 
to allow members time to study the report. This very reasonable 
request, which was supported by Mr Wilson Harris, an Inde- 
pendent, was turned down flat by Mr Greenwood, whose attitude 
appeared to be that members should find time, and that the pre- 
arranged Business of the House cannot, under any circumstances, 
be disturbed. The second protest was made in Standing Committee 
on the Transport Bill, which after this week is to sit three mornings 
a week, As there are some 800 amendmenis down to the Bill, 
Which is not only highly controversial but also the most important 
measure of the session, a three-day week is almost inevitable if its 
committee stage is to be completed, as the Government wishes, 
by the end of March. But MPs, as Sir David Maxwell Fyfe re- 
minded the Minister of Transport, are not expected to be con- 
Cerned merely with the Bills they are specially charged with in 
Standing Committee. They also have to consider the other Bills 
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The Congress Party itself, which refused all co-operation in the 
war against Japan and attempted an insurrection when the 
Japanese were appreaching the borders of India, retains un- 
disputed leadership of Indian nationalism, except in so far as 
it is challenged on communal grounds. In Burma, no politician 
who remained unequivocally loyal to Britain throughout the 
war seems now to have wide political influence; the two 
strongest candidates for power are Aung San, who organised 
the Burma National Army to fight on the side of the Japanese, 
but subsequently made secret contacts with the British and 
turned against Japan in the last phase of the war in Burma, 
and U Saw, who was interned by the British at the beginning 
cf the war for secret correspondence with Japan. In Siam, 
the anti-Japanese faction came to power when Japan weakened, 
but no harm has befallen Pibul Songgram, who declared war 
on Britain and the United States; he is remembered as the 
statesman who enlarged Siam’s territory and saved the Siamese 
from the scourge of war which swept Burma. In Indonesia 
the Japanese protégé, Soekarno, continues to be President of 
the Republic and men trained by the Japanese formed the 
nucleus of its army. In the Philippines, those who openly 
sided with the Japanese have been swept away, but the recent 
Presidential Election was won, not by Osmefia, who (after the 
death of Quezon) headed the resistant Philippine Government 
in Washington, but by Roxas, whose attitude during the war 
was ambiguous and whose following included many politicians 
serioushy compromised with the invaders. Only in Indo-China 
is nationalism fairly free from a pro-Japanese past, and that 
is because there it was the French rulers who co-operated with 
Japan, while the Annamese sought the protection of China. 
It is, indeed, a striking picture that the Asiatic scene 
presents; from a Western point of view it is hardly a pleasant 
one, but it is better that we should recognise, without deceiving 
ourselves, that in each of the countries surveyed above, the 
late war appeared primarily as a struggle between outside 
Powers, which it was right for a patriot to utilise according to 
opportunity for the attainment of national independence. 


THE WEEK 


before the House—not to mention their other parliamentary 
functions or their own private pursuits in earning a living. 

It is not, it should be emphasised, merely the Opposition which 
suffers from this furious driving on the part of the Government, 
although it is clearly a more obvious loss to the country if the 
Opposition is not to be allowed to perform with due care its 
constitutional function of opposing. Individual members as well, 
and Labour back-benchers in particular, inevitably feel sore and 
frustrated when they are pushed along the legislative course, which 
they neither help to chart nor are allowed to modify, with such 
speed that they cannot attend properly to their non-legislative 
functions. It is high time that the Government realised that a 
member has a wider duty than simply to give silent support to 
whatever legislation it introduces. 


* * * 


Administrative Break-down ? 


This over-concentration on new legislation is having its effect 
on members of the Government as well. In addition to giving 
legislative form to Labour’s policy, they are responsible for the 
day-to-day work of their departments. But how can Mr Barnes 
and Mr Strauss give proper attention to their departmental duties 
when one or both of them has to be in Standing Committee on the 
Transport Bill three mornings of the week and, after the com- 
mittee adjourns, be briefed on the amendments to be discussed 
on the following day? How, in particular, can Mr Shinwell give 
his full attention to the Electricity Bill and to the serious fuel 
shortage at the same time? It is hardly surprising that, in the 
circumstances, Ministers tend to be overbearing in debate, refuse 
to listen to telling points made by the Opposition, and refuse to 
make concessions even when the facts of the case and informed 
opinion are clearly against them. One has the feeling that their 
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resources 
‘anywh 


are so tightly stretched that they dare not give way. 
in case something snaps. 

~ Jt would obviously be gcing too far to say that the present 
‘coal cifsis would not have happened if, a year ago, Mr Shinwell 
‘had ndt been pre-occupied with the Coal Bill. The causes of the 
‘pri t shortage go farther back than that. But it is at least 
possible that the confusion which has attended the administrative 
‘handling of the crisis would not have been so marked if he and 
the ‘other Ministers concerned had realised that, however much 
they may disagree with past policy, they cannot shelve responsi- 
tifity for the administration of it. Moreover, after the recent 
weeks of industrial stoppages and general dislocation to the 
country’s economy, the public will want to be reassured about 
mext winter’s prospects. Is the Government taking steps now to 
\prevent a repetition of the crisis, which if it comes, will come at 
an even worse conjuncture of events, when the American loan 
will be nearly exhausted and the country will have to stand or fall 
by its own efforts? Or are Ministers merely trying to muddle 
through the present crisis as best they can so that they can return 
undistracted to Bills, new Bills and more new Bills? 

It is to be presumed that when the. present Government goes 
to the country in three years’ time it will rely mainly on the 
immense legislative programme it will have carried through. But 
a host of new Acts, even when they embody big social: reforms, 
will lose much of their appeal if they are offset by all the things 
that illustrate a failure in administration—continued controls, 
continued austerity, and exasperation all round. 


* * * 


State of Emergency in Palestine 


As wives and families of British officials in Palestine are 
flown protesting home and sections of Jerusalem are turned into 
citadels for the remaining British citizens, many people inside and 
outside Palestine must be asking what will be the next turn in 
Britain’s somewhat incalculable Palestinian policy. The evacua- 
tion of British citizens has been followed by an “ ultimatum ” 
to the Jewish Agency and the Jewish National Council to prove 
within a week that they are ready to co-operate in the rounding up 
of Jewish terrorists. The form of the ultimatum and the time 
limit have given the widespread impression that martial law is 
about to be imposed. But this is not certain. The Cabinet in 
London and the High Commissioner in Palestine have both 
deprecated the idea and the ultimatum itself gives no hint of what 
will happen if the Jews fail to respond. 

Yet ultimata with a time limit must lead to something and 
it is certain that the Jewish community will not respond. Mr 
David Remez, Chairman of the Jewish National Council, has 
formally refused on the part of the Jewish community “ to offer 
more co-operation,” and certainly there is not enough sense of moral 
‘obligation among the Jews towards the British administration to 
suppose that they would actively denounce or assist in rounding up 
people of their own race. The ultimatum will therefore expire. 
What then? Do the civil and military authorities intend to impose 
“order” simply by force of arms? Can they even hope to do so 
in a community in which ninety per cent of the population will 
be hostile? The lesson of the troubles in Ireland after the last 
war is surely sufficiently clear to deter the British from facing a 
new Sinn Fein. But if force is no answer, the problem remains 
and the only solution to it, short term or long term, is a new 
jnitiative on the political front. The answer to the Palestinian 
ultimatum lies in London. 


* * * 


Partition or Federalisation ? 


Unhappily, the outcome of the London Conference on 
Palestine seems, if anything, to be rather more confused than the 
situation in Palestine itself. The Jewish leaders outside the door 
of the conference room are known to be ready to accept partition 
in order to get control of immigration. Inside the confer- 
ence, the Arab delegates have rigorously refused partition and 
demand an independent Palestine with a large Arab majority. 
Mr Bevin, who is handling the conference himself with Mr Creech 
Jones in rather uneasy partnership, has promised to report back 
10 the conference and is understood to be preparing a new and 
definitive statement of British policy. 

Any lingering hope of a quick and quiet settlement in Palestine 
depends upon the nature of that policy. By now there are really 
only two conceivable alternatives—some version of the “ federal ” 
plan put forward by Mr Herbert Morrison last summer, 

‘os else outright partition. Neither plan is acceptable to both 
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Arabs and Jews. The Jews will veto the Morrison Plan, the Arabs 
partition. The British Cabinet will have, therefore, to come to 
its own decision. But it is no secret that the imposition of par- 
tition, however much the Arabs may immediately protest, has a 
far greater chance of breaking the present tragic deadlock than 
any attempt to produce yet another. federal formula. The chief 
supporters of federalism have their eye on continued British 
influence—military and political—in the federation’s central 
government. But it is precisely continuing British intervention 
in Palestine that will involve the British inescapably in the 
“ troubles ” now threatening the Holy Land. The virtue of par- 
tition is that it genuinely creates a new situation in which tresh 
possibilities of action and co-operation can be seized. _Federalisa- 
tion or cantonalisation repeat the tragic pattern as before and leave 
the British as tied and compromised as ever. 


* * x 


Turning Point in Greece 


The decision to withdraw half the British troops now in 
Greece is in line with the present welcome tendency to spread 
more widely Allied interest in and responsibility for Greece. As 
the recent Parliamentary mission pointed out, Britain has too long 
borne the brunt of this. responsibility, without having real power 
10 make its recommendations effective. The despatch of an Ameri- 
can economic mission was a straw in the wind and the arrival 
of the Security Council’s Commission of Investigation into frontier 
conditions in the north has carried the process a step further. 
I; has begun its work with several sensible decisions, among them 
the agreement to hear witnesses from EAM. Its rather ponderous 
methods and large staffs should ensure that work is not finished 
quickly, so giving Greece a much-needed breathing space. Even 
before it arrived guerillas were packing their tents and preparing 
to take a holiday. 

It is estimated that there are still 16,000 British troops in the 
country ; the withdrawals decided on will leave only a token force 
and should help to relax tension. They will be most heartily wel- 
comed by the soldiers, who have been in an embarrassing and 
exasperating position since the fighting got tough. Accused by 
the Right of cowardice in not standing up to the guerillas and 
by the Left of overtly supporting a Fascist regime, the British 
soldier has had the role of a policeman who is ordered to turn 
the other cheek. 

Mr Bevin, too, will be relieved ; his fiercest critics will hardly 
want to make capital out of the presence in Greece of some 8,000 
men, and the Security Council Commission should find it illumin- 
ating to see how the troops are used and how they behave. 

It is too much to expect that there will be any kind of political 
settlement in Greece until the Commission has concluded its task 
and the Security Council pronounced judgment, or until there 
has been an opportunity for fresh elections. But the horizon looks 
clearer than it has for many months. The new Government can 
hardly be described as a government of national union. It is still 
predominantly right-wing. The Sofoulis Liberals have main- 
tained their attitude of splendid isolation, and will now form a 
small opposition in the Chamber. The EAM and other left-wing 
parties, which abstained in the March elections, remain beyond 
the constitutional pale. But there is at least a coalition of parties 
in power, and not an undiluted Populist administration. 

M. Maximos, the new Prime Minister, has declared that, while 
he is resolved to uphold public order, he favours appeasement. 
Already certain conciliatory measures, such as a revision of deporta- 
tion orders and an end to deportations of women and children, 
have been promised. Many other of the noxious and_illiberal 
measures introduced by the Tsaldaris Government will have to be 
rescinded if a more liberal policy is to have practical results. 
But if Greece is to recover normality and internal peace, the greatest 
need is for new elections, with all parties freely participating, and 
measures to speed up the long-delayed and mutch-needed economic 
and financial reconstruction. 


* + * 


Mr Dalton and the Landowners 


Winding up the second reading debate on the Town and 
Country Planning Bill, Mr Dalton performed his task of justifying 
the retention of 1939 prices for land acquisition with a customary 
brilliant superficiality. The 1944 Planning Aci, he said, retained 
the 1939 basis for a period of five years, and what seemed fait 
to the Coalition Government is good enough for Labour. But 
two things have happened since 1944. The war has ended and 
with it the geographical distortion of land values which then pre- 
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, yailed;and a Bill to promote land acquisition and planning on 
-a far, wider scale than. did the.1944: Act has .been introduced, 


which supersedes this previous Act in every important respect 
except for this one point. Mr Dalton did; however, promise to 


" reconsider, the matter in’ the light of'a report which he has com- ~ 


missioned from Sir :Malcolny ‘Trustrani Eve on what revision 
of the 4939 basis is desirable for the riarrowér purpose of war 
damage value payments. ; 

The. present Plarining Bill affects landowners so variously—a 


‘result that cannot altogether be avoided—that there can surely 


be no excuse for adding to the confusion oui of political pre- 
judice. Land will fall into at least six categories according to 
ils ‘treatment in the Bill. Most agricultural land will not. receive 


‘compensation for loss of development value {since this will be 


less than £20 an acre), althoigh at the same time agricultural 
improvements, unlike industrial building, will not be subject to 
development charge. Vacant sites in towns and land on the urban 
fringes will receive compensation out of the global sum of £300 
million on an unspecified basis, and in future will’ be liable to 
development charge whenever building is allowed to take place. 
Privately-owned land that is already built on, will receive more 


complicated treatment.’ For iristance, land which is. capable of 
“ being put to a more profitable use, such as an.area of bad housing 


in the centre of a city, cari lay claim to compensation out of the 
£300 million; on the other hand, land which by planning edict 
is reduced to a less profitable usé will be entitled to compensation 
caiculated on the. 1939 formula.’ Local authority land, already 
held in anticipation of need, will be excluded from the provisions 
of the Bill, but local authority land held for purposes of inyeSt- 
ment, such as the estates of the City of London Corporation, will 
‘be subject to the samé¢ general principles as private land.’ Finally, 
land in any place which is publicly acquired will ‘receive’ such 
proportion of its 1939 price as is -attributable to its “ existing 
use.” ee. ‘eee : ; 

How these different treatments of land, which will, variously 
employ 1939 and 1947 formulas. and will operate according to 
schemes that have still to be settled, may work out in practice 
has to be left to the imagination. But there is at least no need 
to complicate the issue further by sticking to a 1939 basis, which 
then has to be adjusted again for special cases such as owner- 
occupiers, who are.entitled to a supplement of up to 60 per cent, 
and war damage value payments, which will shortly be made 
on a new basis. The tendency to impose a kind of means test 
on the individual owner is especially bad. If Mr Dalton wishes 
to tax landowners as a class, then his own idea of taxing site 
values is the way to do it; and if what he wants is to go on 
soaking the rich then there are better and fairer ways well-known 
to him, © 

& * * 


Incentives to Enterprise 


Mr Silkin has been in continuous consultation with the 
local authorities about the effect of his Bill on their finances. 
Progress in rebuilding Britain’s cities under the 1944 Act has 
been distressingly slow. The new Bill will certainly be more 
of an incentive to local enterprise, but its provisions may turn 
out to be less generous than they sound. The grants for 
acquisition and clearing of land, and for losses resulting out of 
redevelopment, run this time for a full period of 60 years. But 
the grants for the greater part of this period, and all grants in 
respect of areas that are neither “blitzed” nor “ blighted,” will 
be made at a maximum rate of 60 per cent. The actual rate 
will depend to some extent on the local authority’s rateable value, 
and normally will be a good deal lower than the maximum. Even 
a town which contains “blitzed” or “blighted” areas may 
perhaps find it necessary to bear over half of its losses on the rates. 
. The Government’s intentions are certainly not ungenerous. 
But the point to be remembered is that the Bill presupposes a 
much greater volume of activity by local authorities than hitherto. 
If local authority enterprise is expected in some measure to 
replace private enterprise, it must be given an appropriate 
stimulus, Alternatively, the path should be smoothed for private 
enterprise. In last week’s debate, several members expressed 
fears that higher development charges might be exacted from 
private developers than from local authorities. This very real 
Possibility underlines the unwisdom of leaving development 
charges to be individually negotiated. The Government will 
have enough means of guiding the course of development without 
lesort to varying the development charge for different areas 
and different individuals, a course which must have a bad effect 
on local enterprise, both private and public. Moreover the land- 
owner will be under temptation to hold up development by 
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demanding better terms, so. that: either the Exchequer . will'.be 
disappointed or development impeded. : - " e - 
~ Mr Silkin should certainly implement nis suggestion: of -giving 
extra assistance to local authorities v-hose redevelopment schemes 
will Create 4 high rate bufden. In addition, Mr Dalton ’-has 
stated that he is exarnining the possibilities of giving pérmissive 
powers ‘to ‘local authorities for levying a tax on site . values. 
It was not clear whether he “intended this tax to ‘supple- 
ment or in part to replace rate income. However, stich a ‘tax 
could be’ of particular assistance to overcrowded urban authorities, 
who will still be-left by the Planning Bill with a heavy load‘ to 
carry if their areas are to be rebuitt-in the noble manner which 
has been widely and rightly suggested. n 


* x * 


‘Mr Hynd at Bay ; 


The voice of Dr Schumacher seemed to echo in the House of 
Commons on Wednesday during the. debate on conditions in the 
In Mr Law’s opening speech, .which 
was more dramatic than constructive, could be heard the Social- 
Democrat leader’s’ slogan of “total victory means total responsi- 
bility.” Yet his argument appeared to be that too much ‘re- 
sponsibility had. been assumed by .the British authorities and that 
a greater share of control—and of blame—should have been allowed 
to fall on German shouldets. This is not good ground on which 
to attack Mr Hynd, who has to carry out a policy which has its 
roots in the largely theoretical planning of the control machinery 
in 1943-4 and in the dependence of Western Germany on food 
imports from abroad ; which, moreover; has been. frustrated if its 


main design by Allied disagreements and the rigidity of the Zonal 
System, © : “ 


The Minister quite rightly based his reply mainly on the hopes 
arising out of fusion of the British and American Zones. : It was 
intended, he said, to provide the raw materials which would enable 
German industry to pay by exports for the imports of the fused 
Western Zones and also “ for the amount that we had already spent, 
both on imports of food and administration.” This was to be 
achieved “within the next three or.four years.” The calculation 
is probably optimistic and must assume a degree of co-operation 
by the Germans themselves which gannot be taken for granted. . If 
the four Powers reach agreement on a peace treaty in- Moscow it 
will certainly not be.to the German taste. If they do not, the 
unified economy which can alone bring Germans reasonable 
standards of living will be as far off as ever. In either case German 
“ resistance ” may become a new and serious obstacle. i 

There are already in the Ruhr symptoms—slight but significant 
—of what this might mean. Discontent with housing and working 
conditions, despair at a potato shortage, uncertainty about the 
future of the region and its industries, have led to token strikes and 
serious though orderly demonstrations. They come, unfortunately, 
at a moment when coal production figures are encouraging. For 
January the provisional estimate is 5} million tons, which reflects 
a steady rise in daily output from 207,000 tons on January 13th to 
221,421 tons on January 24th. Increased rations and points for 
consumer goods have stimulated this spurt. On its continuation 
depends largely the achievement of Mr Hynd’s hopes. 


* * * 


German Prisoners of War 


The United States Government will ask at the Moscow Con- 
ference next month exactly when Allied Governments propose to 
return to Germany the many hundreds of thousands of German 
prisoners of war still working for them. The Americans plan to 
repatriate all their prisoners by next October. At the present rate 
the repatriations from Britain will take something like two years. 
The Belgians begin their plan next May. The French propose 
not to begin until next October repatriation of 470,000 out of the 
620,000 prisoners lent to them for reparation work by the US 
Army which captured them. There is so far no known Soviet 
repatriation scheme. ; 

At a rough estimate there are four to five million Germans of 
fighting age detained outside their own country—one-sixth of its 
total able-bodied population. There appear to be two to three 
millions in the Soviet Union, some 900,000 in France, and 480,000 
in Britain, the Dominions and the Middle East. In the Balkan 
countries and Italy there are 300,000 to 400,000, in Belgium 70,000 
and in the United States a few tens of thousands. These figures 
could be used to throw credit on the British Government for their 
planned repatriation scheme, under which 60,668 men have gone 
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back to Germany since September. But the rate of the British 
scheme—15,000 a month from Britain and 2,500 a month from the 
Middle East—is still regrettably slow, although lack of transport is 
still the principal difficulty. Germany needs these younger men 
badly for social stability as well as economic reconstruction ; th: 
war has left two German women for every man in the middle-age 
groups. Productive workers are short and dependants over- 
plentiful. 

In this situation Germans will regard with suspicion the French 
Government’s suggestion—accepted in outline by the Americans— 
that their prisoners of war should be given the option to remain 
in France as free workers. Admittedly, the Monnet plan demands 
an additional labour force of 1,200,000 in the next four years, and 
the French were counting on keeping as long as possible the 
Germans employed in mining, agriculture and reconstruction. 
But the type of immigration which the French propose is that 
which is most injurious to Germany, excluding as it seems to do 
any family units, women or children. Moreover, there has to be 
added to the number of those “lent ” by the Americans who may 
choose to remain in France another 450,000 prisoners, captured by 
the French themselves, for whom there appears to be no scheme 
of repatriation at all. In spite of the fact that there is no sove- 
reign German Government, there are no good legal grounds for 
the retenticn of these men, even though the Potsdam Agreement 
allows their employment on reparations account. 


x x * 


De Gasperi’s Third Cabinet 


One cannot but admire the patience and self-abnegation with 
which Signor de Gasperi keeps a frail barque of government 
afloat on the yeastly waters of Italian politics. After a twelve 
days’ crisis, he has succeeded in forming his third Coalition, and 
certainly before him lies a remarkably thankless task. In the imme- 
diate future, the Italian Government must sign its peace treaty— 
a treaty which all parties agree in condemning and which has 
already caused a marked nationalist revulsion in Italy. And behind 
the treaty lie all the urgent unsolved problems of Italy’s economic 
life—the ending of Unrra with its relief work for millions, the 
unbridged gap in the Italian balance of payments, the slow but 
unchecked rise in prices, the precarious- outlook for the import of 
wheat and coal. 

Signor de Gasperi’s own party will bear the onus of these diffi- 
culties. That a distinguished Independent, Count Sforza, should 
be at the Foreign Office when the treaty is signed is less important 
than the fact that the Government which appends its signature to 
the document will be predominantly Christian Democrat. The 
Christian Democrats not only have the Premiership. They also 
control the key Ministries of the Treasury (now fused again with 
Finance), Foreign Trade and Agriculture, together with the 
Interior, Education, and Merchant Marine. If disasters befall 
Italy in the next months, the Christian Democrats are likely to 
bear the blame. 

How will this affect their electoral chances next summer? The 
Republicans, the Uomo Qualunquisti, and Signor Saragat’s dissi- 
dent Socialists are directly in opposition, and of these the Uomo 
Qualunquisti are almost certain to profit by Italy’s frustration over 
the terms of the peace. The fortunes of the Left wing parties 
are more difficult to gauge. The division of the Socialists between 
the followers of Nenni, who support co-operation with the 
Communists, and of Saragat who oppose it, is certain to lose both 
wings of the party a measure of working-class support. Signor 
Nenni’s decision to leave only two supporters in the Cabinet and 
like Signor Togliatti, the Communist leader, to devote himself, 
outside, to electoral preparations, will hardly offset the con- 
fusion and disillusion introduced by the Socialist split. It is 
therefore likely that the Communists, who have also kept only 
two minor figures in the Cabinet, wil) profit most from the fact 
that, at a time of crisis and discontent, the Christian Democrats 
are carrying the main burden of office. 


* * * 


American Withdrawal from China 


The decision to abandon the American effort to mediate a 
settlement between the Chinese Government and the Communists, 
and to withdraw from China the American military units still 
stationed there, was one of the first results of the replacement of 
Mr Byrnes by General Marshall at the State Department. It was 
a decision due neither to the ordinary process of policy-making in 
the Department nor yet to any general political views of the new 
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Secretary of State, but to General Marshall’s recent direct personal 
experience of mediation in China. Hs experience clearly con- 
vinced him that mediation was useless and was only making the 
Americans unpopulac in China. Although the withdrawal of the 
Marines is an act of policy which has long been demanded by 
Leftist circles in the United States, and can usefully be quoted in 
Democratic Party propaganda to “ Fellow Travellers ” as evidence 
of the progress.ve sentimen:s of the new Secretary of State, Gener.! 
Marshall should not be assumed to have taken his decision out 
ef any sympathy for the Chinese Communists. At first signi 
Chiang Kai-shek’s Government may appear to have been weakene:] 
by a withdrawal of American armed support, but it is by no means 
certain that he does not in reality gain politicaliy from the move. 
The real intervention of the Americans in China, when they 
enabled Chiang Kai-shek to take the surrender of the Japanese 
in Tientsin, Peking and other cities which would otherwise prob- 
ably have passed into the hands of the Communists, was finished 
many months ago, and since then the presence of the Mar:nes 
has hardly affected the military situation ; it was never intended 
to use them for military operations against the Communists, and 
Amer‘can public opinion would not tolerate their being so used. 
On the other hand, their presence in Chinese cities, and their 
manifest opulence in a poverty-stricken country, have given the 
Communists a wonderful propaganda opportunity, of which they 
have taken full advan:age. They have denounced Chiang Kai-shek 
as a puppet of American imperialism, imposing his rule on China 
with foreign military aid, and have accused the Americans of 
trying to turn China into a colony, even going so far as to compare 
them with the recent Japanese invaders. Now that the American 
forces _are being withdrawn and Chinese soil is left once more 
to Chinese armies to fight over—for the Russian troops have 
long since departed except from Port Arthur and Dairen—both 
the Kuomintang and the United States gain in reputaticn with 
the Chinese public from their forma! divorce. 


* * * 


The Japanese General Strike 


On February 1st Japan was to have been in the grip of a 
general strike organised partly for enforcement of economic 
demands, but also partly, as was openly admitted by some of the 
leaders, for the overthrow of the Japanese Government headed by 
Mr Yoshida. At the last moment, however, after all attempts at 
a settlement had broken down, General MacArthur intervened and 
prohibited the strike, threatening punitive action by the occupe- 
tion authorities against anyone leading or taking part in a general 
strike. General MacArthur justified his prohibition on the ground 
that the general strike was too deadly a weapon to be used in tle 
present “ emaciated ” condition of Japan, and also with the conten- 
tion that it would interfere with the Allied occupation. No attempt 
was made to start the strike in defiance of General MacArthur's 
order, but the Federation of State Railway Workers’ Unions on 
February 3rd made an appeal against the order to the Far Eastern 
Commission, requesting an Allied international investigation of 
the case. 

_Although there may have been a strong case for American pro- 
hibition of a strike designed to paralyse Japanese economic life at 
a time when Japan is largely dependent on American bounty for 
its day-to-day existence, larger political issues were certainly in- 
volved. The general strike was promoted particularly, though not 
exclusively, by the Japanese Communists, who only obtained a 
very small representation in the Diet at the General Election last 
April, but have captured commanding positions in many of the 
trade unions which have sprung up in all branches of industry since 
the lid was taken off labour organisation by Allied directives after 
Japan’s surrender. The Communists have given the trade union 
movement a strongly political character and have made no secret 
of their intention of using it to bring about an overthrow of the 
Government by extra-Parliamentary means; further, their pro- 
paganda has taken on an increasingly anti-American tone which 
General MacArthur suspects of being closely co-ordinated with 
the gadfly tactics of General Derevyenko, the Soviet representative 
on the Allied Council in Tokyo. The collapse of a Japanese 
Cabinet as a result of a Communist-promoted general strike would 
indeed have greatly strengthened the Communists and gained 
credit for their direct-action methods at the expense of constitu- 
tional political processes ; it is understandable that the American 
authorities should fear the development of a revolutionary situa- 
tion which might have a sharp anti-American tendency. On the 
other hand, the grievances of Japanese labour are many and real, 
and the Americans, having boasted of the freedom they have con- 
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ferred on the labour movement, ought not to be too surprised at 
the turbulence which they have done so much to encourage. 


* * x 


Renewed Crisis in India 


After a period of slightly relaxed tension the situation in 
India has again become critical with the arrests of Moslem League 
leaders in the Punjab and the Moslem League Working Com- 
mittee’s fresh decision not to take part in the Constituent 
Assembly. The acts of the Punjab Government have been marked 
not only by an extraordinary vacillation—certainly a symptom of 
the uncertainty and confusion of authority which is now wide- 
spread in India—but also by a news black-out so drastic that even 
The Times correspondent in Delhi had to report that the situation 
in the Punjab was “obscure.” The Punjab Government, politic- 
ally undermined by the recent successes of the Moslem League, 
appears to be wavering to and fro between conciliation and forcible 
suppression of the Leaguers. It is unlikely that its action has been 
sufficient even to clip the claws of the League’s political strength, 
but it was certainly enough to eliminate whatever flavour of 
moderation might have been found in the resolutions passed by 
the League’s supreme leadership in session at Karachi. The most 
important of these resolutions, as adopted, condemned the acts of 
the Constituent Assembly as “ ultra vires, invalid and illegal,” and 
gave notice that the League would not recognise any Constitution 
which it might frame. 

The situation has been complicated by the attitude of the 
Princes, who have empowered a committee to represent them in 
negotiation with the British India section of the Constituent 
Assembly already elected, but have laid down basic principles for 
their participation widely at variance with the Congress doctrine 
about Indian national unity. The conflict between Congress and 
the Moslem League naturally strengthens the bargaining position 
of the Princes, who can use the rivalry of the two parties in order 
to extract better terms for themselves. On the other hand, the 
renewed refusal of the League to enter the Assembly, and the 
doubt about the competence of the Assembly to make an Indian 
constitution without the Moslems, are causing the Princes now to 
hold back from any commitments. Both they and Congress are 
now pressing for an unequivocal British statement on the rights of 
the Assembly. The British Government is being put in an in- 
creasingly difficult position. So far it has apparently recognised 
the Constituent Assembly, but has issued a warning that it will 
not impose on the Moslem areas a constitution not endorsed by 
the Moslem League. This is not ultimately a logical attitude. If 
the Government holds that the Assembly can only make a con- 
stitution for a certain part of India, it must clearly say so; if it 
holds that the Assembly has all-Indian authority, then it must face 
the problem of enforcement. 


*x * *« 


Spanish Reshuffle 


_ Members of Uno having withdrawn their heads of diplomatic 
missions from Madrid, Spaniards naturally ask—what next? So 
does the outside world. Some more effective policy and organisa- 
tion among the exiles and some less doctrinaire attitude to Franco’s 
opponents of the Right Centre is expected of them. Dr Giral, 
head of the Spanish Republican Government exiled in Paris, 
resigned his office at the end of last month, several days after five 
of the fourteen members of his Cabinet had withdrawn. Politics 
in exile, with their inevitable non-reality and pie-occupation with 
party intrigue, make the present crisis rather paradoxical, and the 
formation of a new Government will probably take a long time. 
The president, Martinez Barrio, is known to be engaged in nego- 
tations to widen the basis of the Government so as to organise 
the active collaboration of all Republican parties in exile with the 
resistance forces inside Spain. 

The five Ministers who withdrew from Dr Giral’s Cabinet 
belong to the Socialist party, the trade unions and the anarcho- 
syndicalist movement. They are Santalo, the Catalan Republican 
leader, Enrique de Francisco (Socialist Minister of Economic 
Affairs), Trifton Gomez (Minister for Emigration, representative 
of the trade unions), Moracio Prieto and Leiva from the anarcho- 
syndicalist movement. They declared that Dr Giral’s policy, 
although it achieved a considerable success at Uno, had failed to 
secure the recognition of his Government by other countries. 

At their recent party conference in Toulouse the Socialists 
learned that the various resistance groups active inside Spain had 
no confidence in Dr Giral. They demanded therefore the widest 
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possible broadening of the Paris Government. Prieto is known 
to have recommended less talk about the problem of republic or 
monarchy and more active steps for the extension of the resist- 
ance movement inside Spain, even to the point of enlisting some 
of the military and monarchists who seem to be dissatisfied with 
Franco. The Socialists—more so than the Republicans—seem to 
think that the situation in Franco’s Spain is favourable for a broad 
national resistance movement. 

The Communists, who were in a minority in the former Cabinet, 
naturally found no fault with its head, because Dr Giral inclined 
frequently to their point of view. Their wish is that the broaden- 
ing of the Government should be entrusted to the same Dr Giral 
who has clearly failed to weld the various parties, trade unions and} 
other rapresentatives of Republican Spain in exile with the 
resistance movement inside Spain into an effective instrument 
for the overthrow of the present regime. General Franco himself, 
knowing that the resistance movement inside Spain is in no state 
to wage open civil war, is playing a subtle game to keep himself 
in power, in spite of the fact that the Falange is no longer a 
reliable political force. If he could assume the presidency of the 
republic, the way would be open to erlist, either in fact or in 
name, some of the Catholic political forces, which could then take 
the place of the Falange. 

Franco’s regime has probably come to a stage where it could 
not survive the political drive of an effective national resistance 
movement. But the Spanish Republicans in exile realise 
that foreign intervention alone can ensure their success. If Pre- 
sident Martinez succeeds in forming a new Government it will 
soon face the same difficulty which brought about Dr Giral’s 
downfall—its complete ineffectiveness without foreign aid. 


* * x 


The Snyder-Dalton Letters 


Four letters exchanged between the US Secretary of the 
Treasury and the Chancellor of the Exchequer on the recent 
Anglo-Argentine financial agreement were published this week. 
They concern the clause in the agreement with Argentina which 
provides that if in any year the balance of payments with the 
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sterling area be unfavourable to Argentina, the deficit may 
be met out of Argent:na’s accumulated sterling balances. 
Ii did nor take long for the doctrinal experts in_ the 
US Treasury and State Departments to detect the conflict 
between this clause and the provision of the Anglo- 
American agreement of December, 1945, which lays it down 
that all releases from accumulated sterling balances must, within 
one year of the effective date of that agreement, “ be freely avail- 
able for current transactions in any currency area without dis- 
crimination.” Mr Snyder pointed this our to Mr Dalton in a 
letter dated October 31, 1946. Mr Dalton, replying on December 
17th, tried to avoid an acknowledgement of guilt. He wrote that 
“it is not possible to separate the terms of any agreement... 
from the circumstances of the negotiations, or the facts of the trade 
with the country with whom the agreement is concluded,” and 
added that since the probability of a deficit between Argentina and 
the sterling area during the next four years was so hypothetical 
“further consideration of this question might be deferred until 
events indicate that there is some reasonable probability of its 
becoming actual.” 

These evasive tactics proved ineffective. Mr Snyder came back 
to the charge and with a touch of acerbity confessed himself 
“ unable to reconcile with the spirit of the US-UK agreement any 
commitment which under certain contingencies, even though 
remote, might require action at variance with the agreement.” Mr 
Snyder then asked for “some statement from you indicating that 
your Government has no intention of including such a clause in 
future agreements.” There could be no wriggling out of this, 
and Mr Dalton in his reply wrote that he was “ happy to give you 
this assurance,” and promised that if the unlikely contingency of 
an Argentine deficit vis-d-vis the sterling area were to arise in the 
next four years “it would always be our desire to avoid discrim- 
ination (at variance with the Anglo-American agreemen:).” 

The correspondence makes it clear that the letter of the Anglo- 
American Agreement was certainly, and its spirit probably, 
violated. Unfortunately it also makes it clear how very hard the 
conditions of that Agreement were and how difficult it will be for 
Britain to make much progress in compounding with its creditors 
if it is allowed to pay them off only in dollars or the equivalent. 


+ ¥* ¥ 


Straw for Bricks 


Mr Bevan has begun to fill in some of the gaps in the overall 
framework of his plan for the completion of 240,000 permanent 
houses this year. The letter he addressed last week to local 
authorities is illuminating for two reasons; first, because it is 
frankly stated that the capacity of the building industry to finish 
houses has been overtaxed by spreading its resources too widely ; 
and secondly, because of its emphasis on the necessity for Govern- 
ment depart } ents and local authorities to act in concert in order 
to establish a better balance betweén building proposals and build- 
ing resources and between the different demands for building work. 

Both these statements are open admissjons of failures in plan- 
ning which had long been suspected. In such a huge enterprise 
there: were bound to be mistakes, and it is reassuring that the 
Minister has been honest aboui them and set himself to remedy 
them: But the failure to secure proper co-ordination on a regional 
level is disturbing for more reasons than the low output of houses. 
The delegation of authority away from Whitehall and the efficient 
distribution of resources locally are crucial matters if the present 
huge bureaucratic machine is not to grind to a standstill. The 
Regional Housing Officers of the Ministry of Health were#ap- 
pointed expressly to accelerate decisions on the spot and secure 
proper local co-ordination. But in spite of this there have been 
bitter complaints of workers being taken without warning from 
housing work to build government offices, and of the local authori- 
ties having incomplete information about the total demand for 
Jocal building labour. The new procedure for zonal conferences 
for which the local authorities will be given the whole of the 
available information about building commitments and building 
resources for the zone should do much to remedy this, but the 
failure shows how far the machinery of delegated control has yet 
to develop to achieve efficcency. .Until these conferences are held 
the further issue of licences to private builders and acceptance of 
tenders is to be deferred, except in the few areas where labour is 
under-employed. 

Last week’s White Paper on the housing programme glossed 
over the difficulties of planning and co-ordination. The revised 
procedure should improve local planning, and it now remains for 
Mr Bevan and Mr Tomlinson to be equally forthcoming about the 


deficiencies on the side of materials and to propose methods for ' 


increasing their output and distribution. 
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Concerning Honesty 


No one will dispute Lord Templewood’s fresh plea, made 
last week-end to the Department of Criminal Science of Cam- 
bridge University, for a new penal system on the lines of the 
Bill he had so nearly piloted through Parliament when war broke 
out. Nor will anyone dispute the need for the reform of the 
magistracy, on which a Royal Commission is at present collecting 
facts, or that semething should be done to lessen the inappropriate- 
ness of sentences imposed in particular cases. But, although Lord 
Templewood referred to the root cause of delinquency as moral 
and the decline of moral restraints, neither he noc others who 
ascribe the rise in juvenile delinquency to the breakdown of family 
life during and since the war are quite specific enough in their 
diagnosis. The plain truth is that from being the honestesi people 
in the world, the British people are becoming completely dishonest 

This does not merely mean that ordinary crime, from big 
burgiaries to petty pilfering, has become much more prevalent. 
What is disquieting is that whereas, during the war, on the whole 
the rationing and similar regulations were respected and those 
who infringed them were regarded as anti-social, today there 
can be only few who have nor offended in one way or another. 
Those who have not obtained “ extras ” in this way are popularly 
considered to be as unforunate as those who have and have been 
found out. It must indeed be difficult for magistrates to pass a 
jud.cial sentence in such cases—it may not be generally realised 
that the sentences which can be imposed for such offences are 
very heavy—when they themselves have guilty consciences. But 
since this general disrespect of the law springs from the universal 
shortages and austerity imposed by circumstances, they, and the 
public as a whole, m‘ght spare some pity for those “ who steal 
with nothing left to pawn.” 

Bur the Government too has iis pact to play. Law falls into 
disrespect when it is bad law, and. as Mr Churchill pointed out 
last week, measures and methods that. were justifiable as wartime 
emergencies are not justifiable for peace. Clearly, rationing and 
other ccntrois must continue. But celiance on the agent- 
provocateur to catch out and punish a few individual offenders 
against regulations which are respected by none will alienate 
public opinion more than ever. Law, in a democracy, can only 
prevail when it has popular support, and the sooner the Govern- 
ment gives proof that it intends to reduce the maze of ill-under- 
stood regulations the better. 


Shorter Notes 


The chairman of the European Coal Organisation recently 
pointed out that Poland, with the new coalfields taken over from 
Germany, was supelying only seven per cent of the pre-war 
imports of Europe. compared with the ten per cent it contributed 
before the war. The figure of seven per cent excludes agreed 
deliveries to the Soviet Union. These facts have to be borne 'n 
mind in censidering the latest production and export figures from 
Warsaw for 1946. Exports reached the figure of 13,548,000 tons 
which is compared with 11,669,000 tons in 1938 ; but they include 
deliveries to the Soviet Union. The total aimount of coal sold 
last year was 47,782,000 tons and production in 1947 is estimated 
al over §7 million tons. Of this increase, 5 million tons will be 
exported. The effect on Europe’s annual deficit of 52 million 
tons will, therefore, be small. But the later possibilities of expan- 
sion should be considerable as present Polish production is un- 
officially estimated at little over half pre-war figures. 

x 


Reference was made in both the last two weeks to the action 
of the Ford Motor Company in America in reducing the price 
of its cars as a gesture against inflation, and a depressing contrast 
was made with the steadily and steeply rising costs of British cars. 
This week the British Ford Motor Company announces, not 
indeed a reduction, but a pledge to keep its present prices steady 
for as long as possible. The contrast between American and 
British policy is still visible. But even passive existence to the 
upward trend of costs and price is praiseworthy. 

x 


Another attempt to reform motor taxation is to be made. The 
Joint Committee of the Automobile Clubs are putting forward 
a proposal for a flat-rate licence fee of £5 per annum plus an 
extra 3d. a gallon on petrol. They claim that this would not lead 
to any reduction in revenue and that there is now substantial 
unanimity in the trade in support of the proposal. The suggested 
reform would certainly be a great improvement. But whether 


Mr Dalton will be willing to abandon the new cubic capacity tax 
so soon after its start can only be doubtful. It is a pity the motor 
trade did not see sense at the first opportunity. 
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Letters to the Editor 


Second Thoughts on Planning 


S1R,—May I ask the hospitality of your space just once more for 
a brief comment on the further criticism of the £300 million fund 
in your article on “ Second Thoughts on Planning ” ? 

You argue that it was “inexcusable ” on the part of Mr Silkin 
to take only 15 or 16 years’ purchase on the grounds of the specu- 
lative nature of the asset to be acquired. Your reason is that the 
original Uthwait calculation is already supposed to have removed 
the speculative element. 

Are you not forgetting there the distinction between the riskiness 
of income from development rights to landowners as a class and the 
Even if the total income may be fairly safe to 
owners as a Class, the individual’s share in it may still be extremely 
uncertain—and the compensation is paid to individual owners, not 
a fictitious class.—Yours faithfully, 

H. W. SINGER 

The University, Glasgow, W 2 


[Surely the process of sharing out a global sum, which discounts 


speculation, ensures that the individual owner’s share is also purged 
of its speculative element.— Ep1Tor.] 


M. Bierut and the British Council 


S1r,—May I raise some points on the Note published in last 
week’s issue of The Economist entitled “ M. Bierut and the 
British Council”? You give a biography of the Polish President 
which bears all the marks of having emanated frem the Polish 
emigrés in London and which, as a result, is distorted by the 
political outlook of these groups. It is true that M. Bierut was 
relatively unknown before he took office, and it was inevitable 
that a number of biographies should have been written about him. 
But The Economist must surely be concerned with the accuracy 
of its facts. 

You write that M. Bierut’s “ past career has not been free from 
a certain ambiguity of allegiance which causes some Poles to 
raise their eyebrews. Bierut, like Dzerzhinsky and Menzhinsky, 
was one of the Poles who took part in the Russian revolution.” 
This statement must cause anybody with some inkling of Russian 
and Poiish affairs to raise his eyebrows. At the time of the 
Russian Revolution, Bierut was an obscure official of a Polish Co- 
operative in his native town of Lublin, which was then under 
Austrian occupation. He remained in Poland, holding modest 
positions in the Co-operative movement, first in Lublin and then 
in Warsaw, all the time up to 1927. The placing of his name 
besides that of Dzerzhinsky or Menzhinsky, though it may in a 
sense be flattering to President Bierut, will startle any student of 
the Russian Revolution. Incidentally, many Poles did really take 
part in the Russian Revolution, and their careers have, neverthe- 
less, been quite free from “ ambiguity of allegiance.” Before 1918, 
and even some time after, Poles took part in Russian political life 
in the same natural way in which Irishmen used to participate in 
English politics. I know at least one Minister of the former 
Polish Government in London (and now still a leader of the 
“irreconcilables ” here) who was the chairman of the Soviet of 
Orel, already after the Bolshevik Revolution. 

You further write of M. Bierut that “in 1923 he came from 
Russia to Poland as an organiser of the Polish Communist under- 
ground movement, but soon had to flee the country and spent 
several years in Austria and Czechoslovakia. Returning to Poland 
in 1932 with a Soviet passport he was arrested and sentenced to 
along term of imprisonment, but, claiming Soviet citizenship, he 
was exchanged for a Polish political prisoner held in the Soviet 
Union.” The truth is that before 1927 M. Bierut lived in Poland, 
a I have pointed out, and was active in the near-Communist 
MOPR (which was an organisation for the relief and assistance of 
Political prisoners); and because of this he was several times im- 
prisoned. Finally, he went into exile in 1927. He lived abroad 
for three years ; and spent some time also in Russia. He returned 
to Poland in 1930 (and not in 1932) and was imprisoned again 
five years later (in 1935) at the height of the Pilsudskist terror. 

ar from claiming Soviet citizenship and being released on this 
Stound he spent the years from_1935 to 1939 in Polish prisons in 
Warsaw and Rawicz. 


You stated that “ subsequently he held an important pest in the 


NKVD and ... took an active part in the killings and deporta- 
tions” of Poles. But at the outbreak of the war M. Bierut was 
employed by a Workers’ Hcusing Co-operative in* Warsaw. 
During the tragic exodus of Poles from the capital, which was 
ordered by the Government during the siege of Warsaw, M. 
Bierut left Warsaw to find himself in the Soviet-occupied Eastern 
Poland. Subsequently “the important NKVD agent” can be 
traced in a group of Poles who themselves were recruited for 
labour to the Ukraine. He was lucky to get the job of a book- 
keeper in a Polish working community near Kiev. A year later 
he was back in German-occupied Poland. In his native Lublin, 
and later in Warsaw, he took part in Communist and near-Com- 
munist underground organisations. From 1940 till the second 
half of 1944 he never left German-occupied Poland for a single 
day. It was his underground activities in those years, as well as 
his genuine devotion to his party, that earned him his prominence 
in the present Polish regime, rather than an imaginary career in 
the NK VD.—Yours faithfully, 


Your FORMER POLISH CORRESPONDENT 


The Twilight of Ministers 


S1r,—May I add a footnote to your correspondent’s interesting 
extract from the erudite work of the Silkin Memorial Professor of 
Political Mechanics? On looking through an old file of the 
Manchester Guardian, found among my grandfather’s papers, 
T came across an account of the second reading of the first Town 
and Country Planning Bill, a measure to which I suppose the 
Professor owes his Chair. The Parliamentary correspondent, in 
reporting the Debate, reproached Mr. Silkin for reading his speech 
“every word of it,” and he went on to prophesy that “the next 
stage on this road will be the circulation of Ministers’ speeches 
beforehand.” That was exactly a century ago (January 30, 1947), 
or eleven years before the date (1958) by which, according to the 
Professor’s account, the time-saving expedient of printing Mini- 
sters’ speeches in Hansard before they were delivered had be- 
come firmly established.—Yours faithfully, GILBERT WALKER 

Selly Park, Birmingham. Fanuary 30, 2047. 


Crisis in French Empire 


S1r,—With reference to the article of your Paris correspondent, 
entitled “Crisis in the French Empire” and published in your 
issue of January 11th, I should like to make a few comments. 

1. He says that “the French conquered the Annamese Empire, 
which stretched in lush and antique opulence ...”; he could 
perhaps remember that in spite of that “ opulence,” the Annamese 
peasants were at that time constantly being attacked by iooters, 
especially in the North, and happened to be protected against 
them by the soldiers of Gallieni and Lyautey. 

2. He seems io describe the Viet-Minh as a purely nationalist 
movement, having the support of the whole population of Indo- 
China ; this is misleading. The Viet-Minh cannot claim to speak 
for all the peoples concerned, and this is not surprising for 
anyone possessing an even superficial knowledge of the history 
of the country and of the racial and social differences which 
exist there. 

3. Your correspondent states that “the activities of the Viet- 
Minh against the Japanese were widespread.” It would be very 
interesting to have more detail as to these activities, as your 
correspondent, in holding this point of view, contradicts what has 
already been said on the subject by many other reliable British 
reporters. 

And since your correspondent speaks about the relations 
between the Viet-Minh and the Japanese, why does he ignore 
the fact (which on the contrary is only too well-known) that the 
Viet-Minh was put into power by the Japanese during the spring 
and the summer of 1945, and helped by them in many ways, not 
only between March and August 1945, but even after the 
Japanese capitulation? This has been pointed out by many 
British observers. 

4. As to the violation of the agreement of March 6, 1945, 
your correspondent puts all the blame 32n the French; however, 
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he states himself, in a previous paragraph, that apart. from the 
very definite attack of December. 19th (which. he does ‘not- deny) 
the guerillas did not cease their activities after '‘March-6th... Does 
he realise that, in failing to stop the irregular activities of the 
guerillas, the Viet-Minh has committed a violation of the afore- 
said agreement? 

5. Speaking about the position of the Hiaicts Socialist Party 
on the Indo-Chinese problem, your correspondent ignores the 
fact that the Socialist minister concerned, M Moutet, when leav- 
ing Paris, was ready to negotiate with the Viet-Minh, but, after 
having visited Indo-China, declared that it was in the existing 
circumstances impcssible to do so. This omission in his article 
is all the more surprising as M Moutet’s declaration made a 
very strong impression in France. 

6. In his last paragraph your correspondent says that “It is 
a measure of their [the French authorities] embarrassment that 
they have suspected foreign intervention wherever. French 
authority is threatened,” and he gives as an example the supposed 

“gntervention ” of the British in Syria and Lebanon. .There also 
he should make a more precise statement as it would be interest- 
ing to hear that the fate of Lebanon and Syria has never been 
of any concern to any British citizen in any way. 

Yours faithfully, 


JEAN LEQUILLER 
26, Montpelier Place, London, S.W.7 


The Industrial Organisation Bill 


Sir,—In its article on the Industrial Organisation Bill, The 
Economist of February 1st makes two statements which I should 
like to be allowed to qualify a little. One is that “it is more 
efficient capital equipment rather than beautifully , designed con- 
sumer goods which the British economy requires.” The second 
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is that design in capital goods tke machine tools means only 
functional design and fitness for techriical purpose. 

The first statement suggests .an unnecessary. antithesis. If the 
better design of. consumer: goods were no more than an added 
amenity for the citizen at home, it might fairly be placed second 
to the needs of capital re-equipment. But improved design is 
a big factor in reaching our export target. It plays its greatest 
part in those markets. where the standard of living is highest, 
among them the dollar countries. Mr Dalton, when President 
of the Board. of Trade, estimated that design played some part 
in rather more than half the ranges of commodities exported before 
the war. It would be a pity if, even inadvertently, The Economist 
implied that good design was something of a luxury. Dollars are 
just as useful if earned by well-designed textiles or domestic metal 
goods as by switchgear or lorries ; the improvement of design 
makes no cla‘m on the import programme and very little on man- 

ower. 

: As to your second point, it is true that, in the saleability of 
producer goods, appearance plays a smaller part than in consumer 
goods. ‘But its part is not negligible. Other. things being “equal, 
good form and finish appeal to the technical buyer ; even when 
other things are not equal, there is evidence that British machines 
have suffered in the past by not looking as shapely and attractive 
as competitors of inferior performance. Apart from saleability, the 
effect of the form and colour of machine tools, looms, and other 
plant on the worker’s attitude of mind is a factor net to be over- 
looked. Output rates are affected by more things than “ pressure 
per square inch or revolutions per minute.” - The Council of 
Industrial Design has found many of che leaders in the engineer- 
ing industry. well aware of the importance of design, in the wider 
sense, and ready to take systematic steps to improve it.—Yours 
faithfully, S.C. LESLIEz, 

Director, The Council of Industrial Design 
Tilbury House, Petty France, S.W.1. 


Books and Publications 


Soviet Impact 


“The Soviet Impact on the Western World.’’ 


By Professor 
E. H. Carr. Macmillan and Co. 


116 pages. 5s. 


The title of Professor Carr’s new book perhaps over-emphasises 
one aspect of the problem he is really concerned with. His actual 
subject is as wide as the crisis of “ Western democracy,” and the 
chief elements and symptoms of that crisis had developed even 
before the Soviet experiment began, or independently of it. But it 
is enough to list the points of the analysis to realise how complex 
are the causes and effects. 


Professor Carr’s argument runs approximately as follows. On 
the political plane, Soviet influence has led to a sharp realisa- 
tion of the “imperfections of bourgeois democracy.” The 
Soviet experiment has made the Western world aware of the possi- 
bilities and the techniques of planning and has induced it to 
retreat from laisser faire. In international affairs, the Russians 
have taught the West to attach new importance to the economic 
background of diplomacy, to mass propaganda and to the half- 
forgotten truisms of “ power politics.” The fading of individualistic 
traditions and a semi-conscious acceptance by the West of the 
totalitarian standards of mass civilisation reflect the “ ideological 
impact ” of the Soviets. Now and then Professor Carr gives more 
than a hint of his awareness that in all these matters the Soviet 
impact has been a secondary factor. But sometimes he is apt 
tc forget his own reservations and to treat it almost as the primary 
factor. This over-emphasis may serve a useful purpose, because 
the deeper, enduring Soviet influence on the West, apart from 
current diplomatic controversy, is only too often ignored. 


Professor Carr is certainly right in giving a warning against 
some of the current errors in the treatment of Bolshevism. One 
is to regard Bolshevism as “a specifically Russian phenomenon, 
without significance for Western civilisation.” Another is to treat 
its impact as that of “an alien and unfamiliar Eastern ideology.” 
“ Bolshevism,” says the author, “ has Western origins and a frame- 
work of reference in Western thought and life. It lies... in 
the main stream of European history.” Professor Carr has docu- 
mented this assertion of his thoroughly. Generally speaking, 


most of his statements about Russia are very well, documented— 


his knowledge of the inner history of post revolutionary. Russia 


is almost unique in the academic world, where most of the experts 
on Russia tend to stop mentally at 1917. 

For all its stimulating provocativeness and brilliance, Professor 
Carr’s reasoning has quite a few striking flaws. He seems to 
attach equal importance and positive value to the chaff as well as 
the grain of the Soviet experiment. Understandably impatient 
with | the failures of laisser faire, the shibboleths of “ bourgeois 
democracy ” and prejudiced ignorance of the Soviet experiment, 
he readily accepts the remedies of planning, as they have been 
developed in Russia. He also implies that a planned economy 
must necessarily go together with the totalitarian outlook. Does 
not Professor Carr draw overhasty generalisations from Russian 
experience? Even his theoretical definition of planning seems 10 
be exclusively too tied down to the Russian background. Thus, he 
states that “the essence of planning is the assignment of priorities 
in the allocation of scarce resources.” Planning is thus seen only 
in the content of an economy of scarcity. A theoretical definition 
ought not to overlook the possibilities and implications of plan- 
ning in an economy of abundance. Indeed, the Socialist will 
argue that the real advantage of planning, such as prevention of 
slumps and overproduction, would become fully apparent only if 
the method were to be applied to an economy of abundance. He 
may further argue that successful planning of and for plenty 
would not need the rigours of a totalitarian state that may be 
unavoidable in an economy of scarcity. To see in the single 
party state one of the lasting or epoch-making elements of the 
Russian revolution is therefore perhaps as wrong as it would have 
been, say, a hundred and forty years ago to see in Fouché’s police 
state one of the lasting achievements of the French Revolution. 
The real legacy of the French Revolution has been epitoinised 
in Egalité, Liberté, Fraternité, and not in the police state to which 
it immediately gave birth.. History may still make a similarly 
discriminating assessment of the legacy of the Russian revolu- 
tion. 

In his all too brief conclusions Professor Carr is concerned 
with the response of the Western world to the Soviet challenge. 
Here he is less. provocative—and more vague—than in the analy- 
tical chapters. “The prospect,” he says, “is probably noi an 
out-and-out victory either for the Western or for the Soviet 
ideology, but rather an attempt to find a compromise, a half-way 
house.” 
its structure and lay-out. 


But he does not attempt to give a concrete outline tc 
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Rambles Among the Social Sciences 


“ Political Economy in the Modern State.’’ By Harold A. 
Innes. . Ryerson Press. 270 pages. 21s. (Obtainable from 
Hatchards Ltd.) 


PROFESSOR INNES* title suggests many possibilities. The modifi- 


cation of economic theory by its political setting; the contribution 
ot that theory, modified or not, to the art of government; the de- 
cline of the competitive economy; such are a few of the themes 
which might be treated under that head. In fact, he would have 
done better to call his book An Economist at Large and leave it at 
that....For this is no consecutive treatise but a collection of essays 
and addresses, published and unpublished, written over the last 
dozen years for a variety of purposes and occasions and covering 
subjects as" various as the role of the Univerity, transport and 
tariffs, the Canadian fur trade, the economic importance of gold 
rushes, and relations between Russia and the West. Professor 
Innes is a connoisseur in borderlands, intellectual as weil as 
geographical, and the points where ideas and techniques meet 
and interact are the landmarks of his exploration. But he brings 
no cosmdgraphy back with him. The title essay, for instance, is 
less a study of political economy, in the modern state or els¢where, 
than a stimulating but quite inconclusive study of the mental 
climates prevailing in Western Europe and America since the 
seventeenth century, in which no coherent thesis is discernible—at 
least after the second careful reading. ° 

Incoherence, indeed, is Professor Innes’ besetting sin. . With 
notable liveliness of mind, with impressive erudition, with an 
ant-like industry in the assemblage of facts, he suffers from an 
extraordinary lack of organisation. Facts and quotations are less 
marshalled than hurled pell-mell at the reader, who is never cer- 
tain whether the juxtaposition of two statements is meant to imply 
a casual connection, an illustrative parallel, a whimsical contrast 
or the chance neighbourhood of two items in Professor Innes’ card 
index. Coupled with a style even more atrocious than is normally 
to be expected of North American academics, this characteristic 
goes far to make his essays totally unreadable. 

This would hardly matter if their content were negligible. But 
they are, in fact, highly stimulating and packed with significant 
and out-of-the-way information; severa! of them d@l with sub- 
jects regrettably uinfamiliar to the English reader, and they 
abound in original and fertile cross-references, linking ideas 
hitherto unconnected. The papers on Unused Capacity provide a 
striking case in point, connecting as they do the movement of 
immigration with the nature of Canada’s outward trade. So do the 
two essays on the newspaper, which treat of the interconnections of 
papermaking technique, advertising, the ethics of reviewers, pub- 
lishing finance, mail orders, the lumber trade, the length of novels, 
and the climate of public opinion. The wealth of knowledge, the 
boldness of. interpretation, and the far-ranging alertness and 
curiosity which these papers display make one feel that to be one 
of Professor Innes’ students must be an exhilarating, even if 
exhausting, experience. 


Manchester Guardian 


“C. P. Scott, 1846-1932: The Making of the ‘ Manchester 
Guardian ’.’’ Frederick Muller, Ltd. 252 pages. 12s. 6d. net 


THis volume commemorates the centenary of the birth of 
C. P. Scott, editor of the Manchester Guardian for over fifty years. 
It is rather a history of the Guardian itself (including the periods 
before and after Scott) than a biography of its famous editor. 
This is entirely fitting, for no editor ever lived more completely 
for, and in, his newspaper than did C. P. Scott. 

Among the illustrations to the book is a reproduction of the 
“ prospectus ” of 1821, announcing the forthccm:ng issue of “ No 
I of a New Weekly Paper to be entitled The Manchester 
Guardian.” It opens with these sentences: 

It may be safely asserted that no former period in the history of 
our country has been marked by the questions of a more important 
character than those which are now claiming the attention of the 
public. To anyone who regards for a moment the conflicting views 
and wishes of the commercial and agricultural interests—the con- 
siderations which may arise out of the existing laws for the regulation 
of our currency—the present and anticipated pressure of the National 
Debt and Taxation—this statement will be sufficiently apparent. 
These words are an example of the repetitiveness of history. 

Despite their slightly archaic ring, they are as apposite today as 
they were a century and a quanter ago, and they would equally 
well have served to introduce the infant Economist one hundred 
and three years ago. 

Che life of Scott is rold with admirable skill in a long chapter 
by J. L. Hammond, the author of the official biography. The 
test of the book consists of chapters by members of the staff 
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of the Guardian describing the growth of various of its “features ” 
—literary and dramatic criticism, the Sports Page, commerce and 
finance, and so on, and partly of a selection of Scott’s own 
writings. These extracts are of particular interest in that he 
wrote very little under his own name, and few readers of his 
paper had, therefore, any means of judging the quality of the 
editor’s own contributions. They include the signed article on 
journalism, which appeared in the centenary number of the 
Guardian in May, 1921—the article containing the famous passage 
defining the purpose and duties of a daily newspaper : 

A newspaper is, of necessity, something of a monopoly, and its 
first duty is to shun the temptations of monopoly. Its primary office 
is the gathering of news. At the peril of its soul it must see that the 
supply is not tainted. Neither in what it gives nor in what it does 
not give, nor in the mode of presentation must the unclouded face 
of truth suffer wrong. Comment is free, but facts are sacred. 

In his leader writing Scott is revealed as a first rate craftsman 
developing his case skilfully and persuasively in short, telling sen- 
tences, yet with few of chose arresting phrases which ornamented 
the work of the chief leader writet of the latter part of Scott’s 
reign over the Guardian, his own son-in-law, C. E. Montague. 


* x x 


Shorter Notices 


“*The Times’ Review of Industry.’’ 1s. monthly. 


The first number of “The Times” Review of Industry is of a 
more convenient and attractive format than jits parent, “ The Times ” 
Trade and Engineering Supplement. The contents of the February 
issue cover the same wide range of industrial topics, and include 
articles on noise in industry, the position of British coal exporting 
concerns, and a contribution on the re-equipment of the Lancashire 
cotton spinning industry. The Review of Industry also includes 
the industrial and trade reports which were a feature of the Trade 
and Engineering Supplement. 


“The Building Societies Act, 1939.’’ By C. G. Garratt- 
Holden. (The Building Societies Institute—Franey and Co., 
Ltd.) 48 pages. 2s. 


This booklet is a reprint of a memorandum issued in 1939 by the 
Building Societies Association, to which has been added the Building 
Society Rules. It is a valuable and authoritative source of reference 
for Building Society managers and could be studied with advantage by 
Building Society investors and borrowers. 


From The Economist of 1847 


February 6, 1847 


Lord Palmerston is in some respects the most unfortunate 
of men. We sincerely believe no statesman ever more 
ardently desired to maintain the peace of the world, or used 
more unremitting exertions to do so; and not without great 
success. But the noble lord’s mode of securing peace has 
often looked so much like “ threatening war,” that it is not 
difficult to understand how his lordship has got the false 
character which he has. If the country has, for several years 
together, under his management of the foreign office, “ smiled 
in peace and plenty;” . yet, even then, people have 
generally imagined there was something in the shape of a 
drawn sabre, and an empty scabbard, suspended over the 
country. Notwithstanding which, his lordship . . . has often 
succeeded in maintaining peace at critical moments. 

Again, Lord Palmerston, we believe, is, personally, one of 
the most indefatigable ministers who ever held the foreign 
seals. The extent of the work which his lordship does per- 


soraily is almost incredible. Yet he has the unhappy knack, 
while working hardest, of obtaining the character of neglect, 
and, what we are sure his lordship least means, of a want 
of respectful attention to his duties to foreign ministers. 


* 


DEALINGS WITH THE FIRM OF DOMBEY AND SON. NO. V. 


We think Mr. Dickens ought to be indicted for cruelty, not 
to animals, but to his readers. He has for the last four 
months inspired them with interest and love for a charming 
creation of his fancy, and in the present number he intro- 
duces death ruthlessly, to destroy the object of so many 
pleasing sensations. We know not how he will answer for 
the many thousand tears which he has caused to be shed 
during the last three or four days, nor how he will supply the 
vacant place made in the list of his dramatis persone by 
the death of poor Paul Dombey. Our only hope is, that Miss 
‘Tox is not the person by a union with whom the great Dom- 
bey is to obtain the object of his ambition—the son-partner 
of his house. 












AMERICAN SURVEY 


THE ECONOMIST, February 8, 1947 





Coming Labour Laws 
(From Our US Editorial Staff) 


} ee new Republican Senate is now beginning to give some 
indication of what it proposes to do about labour legislation. 

Just before the election, a Gallup poll was based on the 
question: Should the Congress elected in November pass 
new laws to control labour unions? Twelve per cent of those 
polled were undecided ; there were 66 per cent who said yes, 
against 22 per cent who said no. That was before the coal 
strike in December further hardened public opinion in the 
conviction that something ought to be done. It is therefore 
hardly surprising that of the first 200 Bills on all subjects 
introduced into the Senate as soon as the new Congress was 
organised, 30 should have been on Jabour (there was also a 
number of resolutions and joint resolutions). Hearings on those 
Bills are already well under way. 


The Bill (S. 55) introduced by Senator Ball, for himself, 
Mr Taft and Mr Smith (all members of the Senate Labour 
Committee) and tentatively called the Federal Labour Relations 
Act of 1947, and those of Senator Morse (S. 73) and Senator 
Ellender (S. 404) (likewise Labour Committee members) all 
have as their first purpose the establishment of a Federal 
Mediation Board. The Board could proffer its services, either 
on its Own motion or at the request of one or more parties to 
a dispute, whenever a dispute threatened to cause a substantial 
interruption of commerce. If mediation failed the Board should 
try to induce the parties to accept arbitration. The Bureau of 
Labour Statistics is instructed to keep a file of all agreements 
and arbitration awards, open to inspection as data aiding in 
the settlement of disputes. Further clauses of the Ball-Taft- 
Smith Bill make the “ checkoff ” (deduction of union subscrip- 
tions from wages by the employer) illegal, require joint control 
of trust funds, forbid the unions to organise foremen and other 
supervisory employees, make the unions liable to suit for viola- 
tion of contracts, declare boycotts illegal as combinations in 
restraint of commerce, and require the registration of labour 
organisations as a basis for certification under the existing 
National Labour Relations Act. 


Other Bills that have been introduced would outlaw the closed 
shop, forbid industry-wide collective bargaining, prevent the 
collection of funds under the recent portal-to-portal pay suits, 
amend the National Labour Relations Act (the Wagner Act) to 
permit employers to give employees their views on labour 
matters, to redefine bargaining units so as to discourage large 
union aggregations, to transfer parts of the National Labour 
Relations Board to Wie Department of Justice, to redefine 
“ employee ” with a view to preventing strikers from voting in 
subsequent plant elections. 


These are the asking bids in the Senate. In the House, some 
50 measures have been introduced largely parallel in content. 
On the other hand, Senate Joint Resolution 22, introduced by 
Senator Murray, would implement President Truman’s sug- 
gestion in his message on the State of the Union, that a Com- 
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mission should be set up to study the whole matter, and that 
action should be deferred until a report is available. 


So far practically all the private witnesses, employers and 
corporation counsel, before the Senate Committee on Labour 
and Education have testified to industrial support for the general 
tenor of the major bills. Mr Schwellenbach, the Secretary of 
Labour, as anticipated, supported the Murray resolution and 
opposed the chief provisions of the other Bills. He pointed 
out that the period just ended was a time of exceptional stress 
and reorganisation ; that legislation passed now will be per- 
manent legislation, and that a thorough Commission approach 
is therefore doubly desirable. 


Meanwhile the US Chamber of Commerce announced that it 
favoured the apptication of the anti-trust laws equally to labour 
and business organisations; the elimination of jurisdictional 
disputes ; the outlawing of secondar'y boycotts ; and voluntary 
arbitration rather than arbitration by a government tribunal. 
The Chamber opposed the appointment of a Commission of 
inquiry as suggested by President Truman, industry-wide bar- 
gaining, the closed shop and the establishment of a Federal 
Mediation Board. Similarly the National Association of Manu- 
facturers has produced a ten-point programme, in which oppo- 
sition to the closed shop is prominent. And the chairman of 
the NAM Beard, at a New York forum on the economic outlook, 
recently charged the new Republican Congress with selling out 
to organised labour with the election of 1948 in view. 


x 


From now until a passable Bill is achieved by both Houses, 
the process of bringing down the asking bids will be at work. 
The men’s clothing industry has already appeared to support 
industry-wide bargaining and the closed shop ; the desire fo~ 
industry-wide bargaining by this collection of small firms which 
feel themselves individually weak may be paralleled by some 
large firms which normally deal centrally with a considerable 
number of branch plants. 


Labour will appear on its own behalf, but the various unions 
will also leave no stone unturned in convincing the employers 
with whom they have contracts that one aspect or another of 
the Bills would be impractical, and letting the political pressure 
be applied from the management side. 

This is definitely the strategy of the Congress of Industrial 
Organisations ; how far the major units of .the labour move- 
ment will act in concert is yet to be seen. Mr Murray’s invita- 
tion to the AFL, issued in December, for unified action again: 
“a deliberate and monstrous movement underway to cripple 
if not destroy the labour movement of this country” was 
countered on January 31st by the AFL’s executive council 
with the proposal of organic unification of the labour move- 
ment and the appointment of Mr John L. Lewis as one of the 
five-man committee to negotiate if the CIO cares to. 

There seems to be a change over the last weeks in the national 
atmosphere, and the wind is not blowing so strongly against 
labour as it was. Some people attribute this cynically to an 
incapacity of the public to keep interested in an issue in the 
absence of a crisis, and these prophesy public regret at any 
relaxation when the next crisis comes. Another view is thai 
more and more people, including many who in November and 
December said “there ought to be a law,” are remembering 
that law can be effective only where there is underlying coa- 
sent, and are further remembering that the phrase, “ the public 
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must step in,” really means a Government agency. 

Once before, the Government, after a wave of strong popular 
feeling, undertook to cope with a prominent pressure group 
on the same issue that is the basic issue to-day. The monopoly 
exercised by the railroads produced the Interstate Commerce 
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Commission ; the monopoly of other corporations, the Anti- 
Trust Acts. Big labour is now behaving very much as big 
business did then. In the end, though the railroads railed, 
they succeeded in operating reasonably well under the ensuing 
not-too-drastic legislation. 


Learned Society 
(From Our US Editorial Staff) 


MERICA’S economists and statisticians have just put them- 
selves on display at the concurrent annual meetings of 
the American Economic Association, the American Statistical 
Asscciation, the Econometric Society, the Institute of Mathe- 
matical Statistics and the American Finance Association. The 
display was more than a little revealing. The quantity of the 
professon is large indeed, its prosperity is evidently at histori- 
cally high levels, its stamina is quite remarkable, and its 
crientation, at least to observers with a world viewpoint, is 
curicus. 

The meetings are of course intended to some degree to be 
all things to all people, and this must be realised in interpreting 
them. For the young college instructor, the stepping stone to 
a better salary increment and a promotion in grade may be an 
invitation to read a paper before this gathering of his peers. 
For the intel!ectual whose pursuit of his daily bread keeps him 
in some remote place off the beaten track, exposure once a year 
to the varied old and new interests of this fellows forestalls the 
freezing of his own intellectual processes. Then, too, there is 
the urge to meet people for direct exchange of views outside 
the formal sessions. On the bread-and-butter level are the 
cperations of the “slave market” where many seeking jobs 
complete dossiers, listing their progress toward the Ph.D. union 
card, their honours, prizes and awards, and other qualifications 
which might endear them to the heart of a college dean desiring 
to add to the lustre of his teaching staff, or to a possible govern- 
ment or business employer—though the emphasis is academic. 
Finally, a very few business men stray into the rarer atmosphere, 
hoping the oracles may give them some perspective on their 
own operations. 

Great physical stamina was demonstrated by the scope of the 
sessions. Sixty-four meetings were held in five days, and 60 
of these were within three days. One hundred and ninety-six 
papers weré presented—tco many to reflect credit to a group 
whose business is teaching—and were delivered in a colourless 
and scarcely audible monotone. Seventy-eight formal discus- 
sants of the 196 papers piled Pelion on Ossa with dissertations 
on the papers they were criticising. 

The preponderantly academic crientation of the meetings and 
something of the present academic frame of mind can be shown 
by a few more figures. Two-thirds of the sessions were presided 
over by professors and 84 of the papers were by those con- 
nected with educational institutions. Government servants 
took the chair at 10 of the meetings and provided authorship of 
65 of the papers. Private business, though a large employer of 
analysts and the object of much of the analyses, had sparse 
representation; only five sessions were guided by business per- 
sonnel and only 22 papers delivered by this group. Furthermore, 
many of these 22 were by persons connected with trade 
associations and statistical onganisations ; only a handful of 
direct employees of business concerns were on the programme. 
Labour union representation was also very sparse. If the pro- 
gramme was representative of an attitude, the academicians 
accept the bureaucrats and want to hear from them and from 
other academicians, but they are sceptical of any non-govern- 
mental voices. 

*x 

The mental orientation of the analysts is toward the narrow 
and the technical, at least as represented by items on this pro- 
gramme. At least a third of the sessions were devoted to complex 
Statistical and mathematical matters—to the multiplying little 
Chapels where each group which has heard the call worships 
its own particular gods of technique and method. The new 


idol with the largest following is that of econometrics with its 
regress:ons, its ratio analysis and its model-making. 

The next most popular field in number of sessions—but 
perhaps not in attendance—dealt with methods of teaching 
economics to undergraduates. The fact that universities and 
colleges are swamped with ex-soldiers obtaining education under 
the “GI Bill” and that there is muttered questioning of the 
understandability and adequacy of the teaching in an era of 
the subject’s high i:s:portance, stimulated attention. Conscious- 
ness has been growing among professional educators—and 
perhaps among the citizenry—that precise analytical research 
into the number of variations that may dance on the head of an 
assumption—or even into some aspect of more immediate 
interest—is not necessarily the ultimate qualification for a good 
teacher. 

A very poor third in programme space was the prediction 
of the immediate economic outlook—though attendance at these 
sessions was large. Major vocal sentiment seemed to be that 
1947 should be a “good” year, but there also seemed to be 
strong acceptance of the view that the boom phase cannot be 
expected to be perpetual. 

At least one new economic specialty was prominent: em- 
phasis on the use of psychological surveys to obtain more 
knowledge of the well springs of human behaviour and of the 
irrational aspects of human motivation. Such techniques, 
spurred by the success of opinion surveys in forecasting election 
results and demand for commercial products, were used exten- 
sively during war savings campaigns to gauge public response 
to Treasury financing and to some degree by other governmental 
organisations ; the current “liquid asset” studies by the 
Federal Reserve Board are carried on by this technique. Here 
seem to lie great potentialities for a merging of the resources 
of statistics, economics and psychology. 

Other problems of the day were touched upon but with less 
emphasis, at least in programme space: housing and housing 
finance, public debt, atomic energy, prices, money and inter- 
national economic relations. 

The small programme space given to international. matters, 
the low attendance and the attitude of the speakers all com- 
bined to give an unhappy flavour to those concerned with 
world relationships. The major meeting, entitled “ International 
Trade Organisation” was presided over by Mr Thorp, the 
Assistant Seoretary of State, and was addressed by Mr Clair 
Wilcox, chairman of the American delegation to the recent 
London ITO meeting, and by other distinguished experts. Even 
though the session competed with eight others held simul- 
taneously, it ought to have been better attended. Mr Wilcox’s 
assertion that if the present effort to end restrictionism should 
fail, the conditions of the 1950s would make those of the 1930s 
look like pure free trade was a striking note. Professor Schultz 
of the University of Chicago pointed forcefully to the basic 
contradictions between the foreign commercial policy of the 
United States and its domestic commitments and pressures. 
A very well attended and enthusiastic dinner meeting heard 
the convention’s most distinguished visitor, Sir Henry Clay, in 
a magnificent address, outline the unhappy position of England 
and its outlook, and express the hope—though as one without 
confidence in its fulfilment—that America would soon come to 
occupy England’s nineteenth-century réle as the ultimate market 
for the world’s goods. 

As revealing as what the programme did contain were some 
of the things it did not. In other years the position and outlook 
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for interest rates has been prominent, but there seemed to be 
acceptance, at least implicit, that this is a settled matter. 
Monetary policy was likewise a notable absentee, and the subjects 
of labour relations, taxation and competition appeared only 
incidentally and inconspicuously. 

The responsibilities resting upon the profession were 
clearly put to the meeting by Dr Nourse, chairman of the 
President’s Council of Economic Advisers, and by Dr Golden- 
weiser in his presidential address to the American Economic 
Association. Both said that present conditions required the 
economists “ either to put up or to shut up.” 


American Notes 


War Powers for Peace 


In a message to Congress this week, Peesident Truman 
requested the extension of certain controls authorised by the 
Second War Powers Act, which expires on March 31st. Seven 
main provisions of this omnibus bill have already expired or 
been replaced by permanent legislation. The authority which 
the President wishes to see extended relates in the main to those 
priorities and allocations essential for the fair sharing of short 
commodities inside the United States and between the United 
States and the rest of the world and the carrying out of American 
relief shipments. 

The domestic controls which it is proposed to continue are 
few: those over the distribution of grain, to meet the export 
target of 10,500,000 short tons, over sugar, rice, and molasses, 
and over the sharp shortage of railway facilities. Both self- 
interest and American international obligations require continued 
allocation of fats and sugar, and import controls over meat and 
dairy products, and other protein foods. Allocations will also 
continue to be necessary for a short list of imported industrial 
materials, such as cinchona bark, rubber, manila, tin, and 
antimony. Export controls over automobiles and tractors are 
included. 

In some instances, as Mr Truman was at pains to point out, 
the continuing of allocations is of positive benefit to the United 
States, insuring supplies to domestic industries. But it is far from 
certain whether this will induce Congress to approve the self- 
restraints in the intecnational market which it has triumphantly 
abandoned at home. In some quarters it is prophesied that the 
only controls which will be continued are those over tin, natural 
rubber, uranium, and antimony. Aleeady there is vigorous 
opposition from the sugar industry to continued control over its 
raw material and a demand that the American housewife should 
enjoy 10-15 pounds more sugar a year. The President has urged 
Congress for a speedy decision ; but if the past is any guide, the 
results of this first specific test of the economic intentions of the 
new Congress will not be known until late in March. 


* * * 


The Budgeteers’ Retreat 


(From our US Editorial Staff.—Since Mr Truman sent his 
Budget message to the Congress in early January proposing total 
federal expenditure of $37.5 billions for the fiscal year 1948, a 
hasty and not very orderly retreat has been in progress by most 
of the groups whose election slogan was “cut government spend- 
ing.” An examination has confirmed Mi Truman’s statement that 
a high proportion of the total is untouchable—or touchable only 
by doing violence to the demands of some major pressure group. 
This, the Republicans seem to have decided, they are as unwilling 
to try to do as the Democrats. Consequently, they are busy 
seeking to escape from what many believed were promises to make 
a major cut in taxes and at the same time to make a start toward 
repayment of the national debt in a large way. The excise taxes 
are apparently to remain as the President requested and the hope 
many had for Mr Knutson’s 20 per cent cut in personal income 
taxes has glimmered almost to extinction. The Republicans’ first 
major encounter with Mr Truman and responsibility has there- 
fore not been a happy one. Perhaps it will teach them hereafter 
to prepare their case a little more studiously before shouting from 
the housetops. 

Students who have examined the budget with some care and 
who have at the same time given some attention to politics think 
that Congress will have a hard time indeed to get expenditures 
in the fiscal year 1947-48 below $35 billions or to make a cut 
of as much as Io per cent in the expenditure proposed by the 
President. And the realisation of even this moderate saving 
probably requires that there be no consequential business recession 
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or unemployment in the next 18 months. Some few stand still on 
“ principal” or emotion and demand that expenses be cut 10 $25 


billions or less and that Congress and the administration find out 


how to-do it, but their admission that they do not know how 
and have no suggestions leaves them little audience. 

One of the possibilities in the situation is that the government's 
informational and especially its statistical services will be mauled. 
“Needless statistics” is a good goat—and there is no pressure 
group. to be offended. The savings would of course be small, 
but the “cut spending” groups, caught short by -inadequate 
preparation of their case, must try to save some face.’ Probably 
there is no more unfortunate place to cut, since the elimination 
of statistical activities during the war has already brought a con- 
siderable void and since new information to see what the wartime 
shifts in this vast and complex country have been is needed for 
many purposes. But the statistician may have little support for 
his plea and in the bargain may be charged simply with joining 
the line of those chanting “cut everyone—except me.” 


* * * 


Airways on the Spot 


Despite fresh peaks in freight and passenger traffic for 1946, 
the domestic airline companies have met with an abrupt reversal 
ot fortune during recent months, end there is now general agree- 
ment within the industry that fares must be revised to keep pace 
with rising costs. According to one responsible spokesman, the 
whole industry is now operating “in the red,” and some of the 
major undertakings have been forced to secure loans to tide them 
over the present critical period. Moreover, the recent series of 
crashes has brought a general demand for revision of safety stan- 
dards and regulations, and a full-scale Congressional investigation 
is now in progress. 

At first sight, 1946 was yet another good year for the airways. 
The number of revenue-paying passengers rose by nearly 80 per 
cent, to 13. millions, and revenue mileage rose by more than two- 
thirds to 6 billions, while express and freight shipments came up 
by 60 per cent to 37 million ton miles. All operators reported 
a substantial increase in route mileage and seating capacity. 
Unfortunately, managerial optimism outran the near-term traffic 
prospect, and ignored the rising trend of labour, material, and 
service costs. Equipment purchases and development costs 
soared above budgetary estimates, and lucrative airmail revenues 
fell as demobilisation proceeded. And while the safety record, 
for 1946 as a whole, was better than ever before (1.24 passenger 
casualties occurred for every 100 million passenger miles), the 
last few months brought nine crashes on scheduled flights, and 
more than 70 civilian deaths. 

For the time being, the average payload is below the “ break- 
even” point. In 1945, the industry recorded net operating 
revenues of about $43 million; in 1946, there was,a decline 10 
well below $5 million, Over the year to September last, 16 com- 
panies recorded net profits below $3 million, the comparative 
1945 figure being nearly $16 million, with Transcontinental and 
Western (TWA) sustaining a heavy net loss through strikes and 
technical troubles with its fleet of Constellation craft. The general 
slump on Wall Street, and the decline in traffic made it quite 
impossible for managements to carry out autumn plans for share 
issues. Pan American borrowed $40 million from a banking syn- 
dicate, TWA secured a similar amount from insurance funds, and 
is now seeking further accommodation from the Reconstruction 
Finance Corporation, and several other lines are seeking tem- 
porary loans. 

These troubles will be surmounted. So far as safety regula- 
tions are concerned, the Civil Aeronautics Administration will, 
probably, now secure from Congress an annual appropriation 
more iii keeping with its task of standardising the best type of 
service equipment to assist bad weather control of airports. But 
wage and service costs are still rising, and it is becoming more 
than ever apparent that the 1945 decision to reduce passenger 
rates te 4.5 cents a mile was a little premature, to say the least. 
Restoration of the earlier rate may retard expansion, but it would 
leave rates still below comparable fares for Pullman travel, and 
it would leave no ground for the present suspicion that some 
managements have at times neglected the risk factor in theif 
otherwise laudable zeal for competitive rates amd new traffic 


records. 
* * * 


Crisis in the Schools 


Since 1939, 350,000 teachers have left the American publi¢ 
(that is, state) schools. The plight of the teacher under inflation 
is similar to that of all white-collar workers under inflation, but 
the effects on the educational system are serious enough to make 
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this a special problem. .As more than one-third of the pre-war 


teaching staff have left their, profession for. better-paying jobs, 


standards have declined. Over-age. and under-qualified teachers 
are at a premium ; many of those left-in the schools are forced to 
take on after- hours work to-augment. their pay. “The teachers’ 
colleges. are half-empty, while other colleges are turning away 
applicants. The unhappy story of the private schools is being 
repeated, with less excuse, throughout the country. 

The lesson of last year’s strikes/in industry | has sunk in. ‘Strikes, 
or threats of strikes (in New York the phrase “mass action” salved 
injured professional: dignity) have brought better rates in some 
instances, mainly in the big cities, where education is on a mass- 
production basis and’ the teachers’ lobby counts for votes. But 
in teaching, the inroads of inflation have only aggravated existing 
ills. In wealthy New York City, the average salary is $4,100. But 
the national: average is’ $2,000, and at the other end of the. scale 
ten states pay an average salary of-less than $1,000. Negro teachers 
in the South may receive as little as $300 a year. 

The public:ty and lobbying campaign now being carried on by 
teachers’ organisations is a sign of the changing times. But 
salaries are only half the battle. In 1940 New :York was spending 
$157 a year. per-pupil, while Mississippi. spent $31. per pupil— 
yet many of the Southern states spend a greater preportion of their 
revenues:on education than-the wealthier units. To finance an 
adequate educational: system for Mississippi might easily absorb 


‘the whole of the state’s income. 


Federal aid for education has long been recognised as the only 
solution if there ‘is to be anything approaching equality of educa- 
tional opportunity between a boy born in New York and another 
born in Mississippi. A long-pending Bill would appropriate $300 

million for this purpose. This would only mark the beginning. 
To maintain a notional salary scale of $2,340 for college-trained 
teachers’ (and an untrained daily labourer starts at $1,700 under 
Civil Service rules) would absorb many. times this figure. Even 
this modest Bill is bitterly opposed as the opening wedge of regi- 
mentation of text-books, thought, and teachers, particularly in the 
South, where the freedom to teach white supremacy and to abomi- 
nate Darwin is still highly prized. Senator Taft is an advocate of 
limited assistance to state educational funds. ‘The existence of a 
Republican Congress makes it possible that the: growing crisis in 
education may yet be considered a national problem. 


* * * 


For Small Business 


The Democrats have quickly lost another round in their 
struggle to curb the growth of special Congressional committees. 
.As reported last week, the Senate majority voted early in January 
for re-establishment of the War Investigation Committe2, despite 
individual Republican pleas that such acticns were directly 
opposed to party pledges in respect of the Congressional Reor- 
ganisation Act. The Senate (again by a narrew majority and 
against a handful of Republican protests), has now voted for 
maintenance of the Small Business Committee, at the expense of 
Senator Tobey (Republican of New Hampshire), who declared 
with some vigour that under the Reorganisation Act, the work 
of the Small Business Committee should be transferred to his 
own Banking and Currency Committee. Th: new chairman of 
the Small Business Committee will be Kenneth S. Wherry, of 
Nebraska, who is also party whip in the Senate. Since both parties 
were quite willing to continue the work of the Small Business 
Committee in one form or another, there is probably plenty of 
evidence to support Senator Tobey’s view that renewal of the 
special committee has been arranged as much for its support to 
the prefessional career of Senator Wherry as for its probable 
contribution to the cause of the small business man. 

Though individual Republicans express increasing, concern over 
the concentrarion of manufacturing industry in the United States, 
there was no general enthusiasm for President Truman’s recent 
call for vigorous enforcement of the anti-monopoly campaign, and 


ho evidence that Democrats themselves could be brought ro share 


the crusading fervour apparent in the White House and the 
Justice Department. | 

Present evidence, indeed, suggests that, the small business man 
may soon get even less assistance than before. ‘The Reconstruc- 
tion Finance Corporation, for example, has made some useful 
contributions to small business in the post-war periods, and its 
authority has been somewhat strengthened 'by powers transferred 
from the Smaller War Plants Corporation, under which RFC can 


aftange more liberal credits, arrange for surplus property deals 


on terms which favour the small man, and assist “oP firms 
when bidding for government. contracts... 


‘will =guarantée 
‘go per cert of outstanding commitments, and will not need to 
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There is an even chance,.hewever, that this, agency will dis- 
appear in, the. general scramble to reduce the size amd scope of 
Federal operations. Liquidation of. the RFC has become more 
likely following a-proposal from Senator Tobey that the Federal 
Reserve Banks shall now replace it as the prime guarantor of 
small business loans. Under the proposals, the Reserve Banks 
approved leans for small business up _ to 


work undér existing restrictions which confine such credits to 
reinforcement of working capital. fer “established enterprise.” 
These proposals are supported by Mr Marriner Eccles, chairman 
of the Reserve Board, and, look like going ‘through Congress. 
But the weight of the big batralions of industry suggests that 
there may still be room for an independent agency where private 
finance is lacking. 


* * * 


Rail Rates Again 


Monopoly charges may soon attract more attention in Con- 
gress, where House and Senate committees are now examining 
proposals designed to relieve the railroads and all commen carriers 
from possible “charges under the Sherman Aci in respect of rates 


and service agreemen:s approved by the Interstate Commerce 


Commission. If such immunity is granted, the Justice Department 
will be forced to abandon. charges it is now making against rate 
agreements covering a great part of the main freight services in 
the west, and dating back to the early days of the New Deal. 
These charges are scheduled to corge before a Nebraska court 
during April, and it is interesting to note that they will concern 
many of the business interests of Mr Averill Harriman, now 
ecretary of Commerce. 

The cartiers can claim powerful backing for their cause in Con- 
gress. Last year Senator Reed (Repnblican, Kansas) pushed his 
proposals through the Senate Commerce Committee, although the 
Bill was abandoned in the summer scramble for adjournment. 
This year, the Committee has given priority to the Reed Bill, 
which would leave the railroads open to anti-trust action only 
where rate and service agreements were obtained “by the em- 
ployment of coercion, duress, or intimidation.” A similar Bill has 
been put forward in the House by Representative Bulwinkle 
(Democrat, North “Carolina). Passage of the Reed-Bulwinkle 
legislation would, of course, leave rail rates subject to the jurisdic- 
tion of the ICC. But, in the view of the Justice Department, the 
broad structure of rates can easily conceal restrictive measures. 
Passage of the Bill by Congress will present Mr Truman with 
yet another delicate political problem. 

Apart from such relief measures, the railroads are now deter- 
mined to make a fresh bid for higher freight rates, although the 
17.6 per cent advance became effective only on January 1st. In 


‘their view the rate increase, which would yield about $1 billion 


on the 1946 traffic level, will be less than sufficient to safeguard 
their financial position when business activity falls _ beiow its 
present record peace-time level. Despite the more conciliatory 
tone of labour leaders, they are worried by the threat of further 
wage claims. The claim for further relief is based on the fact 
that this was the first permanent adjustment of freight charges 
since 1939, that wage rates have since risen by 50 per cent, and 
that material and other costs are substantially greater. 


* * * 
Rent Ceilings 


At the eleventh hour last weck, a firmly expected order from 
the Office of Temporary Controls was cancelled. This order, 
it is believed, would have authorised an increase in rent ceilings 
of ro per cent, and a companion- piece would have a!leviated the 
hardships of landlords whose income, but not costs, are con- 
trolled by Federal law. By cancelling the order, Mr Truman 
determinedly returned to Congress the thorny problem of what 
modifications should be made in this ideologically outmoded, but 


popular remnant of a controlled economy. 


At the hearings now being conducted in the Senate, the main 
drift cf the Republican majority is toward a reluctant extension of 
controls for a year or fifteen months, with an immediate conces- 
sion to the landlords in the form of 10-15 per cent rise in ceiling 
rents. Controls would apply only to existing units; there is a 
strong feeling both in Washington and in states which have their 
own laws that to apply ceilings to new projects would discourage 
building of new apartments and houses for rent. Theoretically, 
the majority of Republicans and some Democrats would like to 
consign. rent controls to the- oblivion which now covers the main 
body of con:rols; but 60-million tenants—among whom many 
Congressmen must be counted—are a formidable body to offend. 
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THE WORLD OVERSEAS 





Famine in Russia 


Te latest communiqué of the Gosplan on the results of the 
first year of the Fourth Five Year Plan contains a highiy 
dramatic piece of information—the story of the devastating 
drcught that swept the plains of the Pruth, the Don, the Dnieper 
and the Volga in 1946. News about the calamity was known even 
before. The Press had hinted about it; Mr. Zhdanov spoke 
about it gravely on the anniversary of the Revolution ; and more 
recently an open letter of the peasants of the Kursk region to 
Mr Stalin shed some light upon the plight of the countryside. 
But the tragic dimensions of the drought have only now becoine 
known. In a few sparingly worded sentences the Planning Com- 
mission describes the progress of the drought, 


which commenced in early spring [the end of March, 1946] in 
Moldavia, rapidly spread to the South-Western districts of the 
Ukraine and then swept all the regions of the central Black Soil 
Zone, including the northern regicns of the Ukraine. By the middle 
of May the drought spread to areas on the right bank of the lowex 
reaches of the Volga. Such drought had not occurred in the terri- 
tory of the USSR in the past 50 years. The territory affected is 
larger than that stricken by the drought of 1921, and nearly as great 
as the area affected by the drought of 1891. 
The two dates evoke ominous memories. 
million people suffered from famine. Cases of cannibalism were 
recorded on the Volga. The disaster found Russia exhausted after 
seven years of war, revolution, civil war and intervention. The 
drought struck exactly those areas that had previously suffered 
the greatest devastation. In this respect, the situation now is 
very similar. The drought has spread, in the main, over the lands 
formerly occupied by the Nazis. The drought of 1891 was even 
more severe ; but its consequences were perhaps less disastrous 
because the economic organism of Russia was at that time less 
exhausted. Even so, the calamity initiated a period of misery and 
social ferment which sapped the stcength of the Tsarist Empire. 
How is Russia going to take this new blow? The Planning 
Commission hastens to mitigate the shock of its announcement 
by dcawing a distinction between the present situation and that 
of 1921. It states that “the gross harvest and the marketable 
grain Output in. 1946 were incomparably higher than in 1921.” 
The difference is attributed to the superiority of mechanised, 
collective farming over the old forms of agriculture. In addition, 
there are the newly developed granaries in the Soviet East, especi- 
ally those of Western Siberia and Kazaknstan, where last year’s 
grain crops are reported to have been 50 per cent higher than in 
1945. This report may or may not conflict with another, published 
in Pravda only a few weeks ago, according to which the sown area 
beyond the Urals is now smaller than it was before the war. The 
Planning Commission may have over-emphasised the hopeful 
features of an admittedly grave- situation -in order to boost the 
morale of a sorely tried people ; but it would certainly be wrong 
to dismiss the whole statement as mere propaganda. The food 
administration can now certainly draw on granaries in the East 
which were not open to its predecessor of 1921. 


In 1921 nearly 25 


Fat and Sugar Shortages 


It is also almost certain that the war stocks, at least of bread, 
which were accumulated in the thirties, have not yet been entirely 
exhausted. This seems to be borne out by the preparations for the 
abolition of rationing that were announced early last year and were 
later cancelied only after the extent of the drought had become 
quite clear. But it is not known how big those reserves really are. 
Only rough guesses can be made about the 1946 grain crop on the 
basis of hints in the Russian press. It would be very surprising if 
the total crop exceeded 50 million tons—which is 50 per cent of 
the average harvest of the last pre-war years. It may be consider- 
ably lower. If properly distributed—and the “if” is a big one— 
the year’s crop and such reserves as are available may be just 
enough to tide the country over till the next harvest. 


What is certain to be much more disastrous is the already exist- 
ing fat famine. The drought has spoilt the crop of oleaginous 
plants in the Caucasus, especially of sunflower seeds, which were 


expected to mitigate the extreme shortage of animal fats. The 
rehabilitation of the sugar industry in the Ukraine, which produces 
the bulk of the country’s sugar, has suffered a severe setback 
through the loss of the sugar beet crop. The Russian meat rations 
have long been almost as low as the German rations are now ; 
and prospects for the near future are bleak. 


It is a tragedy that Unrra relief in the Ukraine and in Byelo- 
russia is coming to an end just at the time when those devastated 
lands are about to feel the full impact of an unexpected calamity. 
The great mass of Ukrainians and Byelorussians inevitably feel 
that they are entitled to continued assistance from more fortunate 
Allied nations ; they contrast the withdrawal of that assistance 
with the much-publicised scheme of British and American ‘credits 
for Germany; and they see themselves as the victims of a 
treacherous game in Western power politics. The view expressed 
in some quarters that Russia’s plight may be the Western Allies’ 
opportunity and that this is the right moment for hard bargaining, 
in which relief ought to be held out as a reward for far-reaching 
political concessions, is almost certainly based on a miscalculation 
of the mood in Russia and of the probable Soviet reactions to such 
a policv. The Kremlin may or may not be inclined to diplomatic 
conciliation. But the one thing almost certain to cause a definite 
stiffening in its attitude vis-a-vis the West—and a stiffening for 
which there would be genuine popular support in the country— 
would be an attempt by any Power to derive political benefits from 
Russian or Ukrainian starvation. 


Lessons of 1921 


The story of relief to Russia during the 1921 famine contains a 
lesson and a warning. At that time the Western Powers attempted 
to make relief conditional upon the recognition by the Soviet 
Government of the Tsarist debts to foreign creditors which the 
Bolsheviks had refused to honour. A conference of twenty Euro- 
pean nations that took place at Brussels in October of that year 
addressed an offer to that effect to Moscow. At another- con- 
ference, held in Paris, the Western Powers demanded effective 
contro] over the distribution of food inside Russia. Both demands 
were rejected by Lenin, who was then issuing desperate appeals 
for help to the peoples of the world, in which he admitted frankly 
that his “ Government was not in a position by its own means to 
save the starving population from death.” Mr _  Stalin’s 
Government is in an incomparably better position. It has not 
made a similar confession of impotence ; and it has no need to 
make one. Far from producing Russian concessions, political 
bargaining over relief would only inflict on Russia a grievance 
and a wound likely to rankle, just as did the memnary of 1921, 
over the life-time of a generation. 


The comparison between 1921 and 1947 implies also a sad 
reflection on the moral and political standards of 1947. In spite 
of the attempts at bargaining over relief made in 1921, two relief 
organisations then hastened to the rescue of the famine stricken 
areas—the League of Nations’ Relief Organisation headed by 
that great humanitarian Nansen, and the American Relief Agency, 
headed by Mr Hoover. Russia then was not a member of the 
League. Its Government had not yet been recognised by the 
Western Governments. Mr Hoover was the spokesman of the 
most extreme anti-Soviet tendency in American politics; and 
he was still prophesying that “no resumption of production was 
possible in Russia under the Bolshevik regime.” The Soviet rulers 
were ostensibly everybody’s foes and nobody’s allies—the “ de- 
fection of Brest Litovsk” was fresh in Allied memories ; and the 
last shots in the wars of intervention had only just been fired. 
Yet the strength of humanitarian feeling was still great enough 
to make Mr Hoover’s ARA play the most active part in relieving 
the famine on the Volga. To-day, while famine may be stalking 
the famous battlefields of the recent war, the plains of Stalingrad, 
Kursk and Kharkov, Unrra teams are ‘packing up and leaving. 


The Russians may be pardoned if they find Western charity 
very cold. 
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North of India 


[By A CORRESPONDENT] 


ONE of the attributes of a sovereign state is to have frontiers. 
Between long-established states frontiers have usually either 
been fixed by specific treaties or have been defined by traditional 
wsage with boundary posts and customs barriers. Where there is no 
agreed or recognised frontier, it is not a question of changing a 
boundary line, but of making one where none existed. In certain 
parts of the world there are undemarcated frontiers because the 
neighbour states have been unable to agree on a line, but such a 
state of affairs seldom persists for long except in wild and in- 
accessible regions of no economic or strategic importance. There 
is, however, one contingency which is particularly liable to produce 
undefined and disputed frontiers; this is when a new state is 
formed. If a state is a new creation, it cannot legally claim treaty 
rights and boundaries belonging to an earlier state which it re- 


_ places. The new state must seek new agreements with its neigh- 


bours—a task which may not prove at all easy. 


Such a situation threatens soon to confront the new sovereign 
republic of India, which the Constituent Assembly in Delhi is 
now constructing on paper. Independent India is likely to have 
considerable difficulty with problems arising almost everywhere 
along its northern land frontiers from Persia to Burma. Not only 
do three independent neighbouring states—Afghanistan, Nepal 
and China—have- latent claims on what is now recognised territory 
of “India ”—that is to say, India subject to the “ paramountcy ” 
of the British King-Emperor—but most of the frontier is fringed 
with “Indian States ” and “Tribal Areas ? bound to the Govern- 
ment of India by treaties.and agreements which lapse with the 
end of the British connection, unless they have been meanwhile 
re-negotiated with the new regime in Delhi. The British Govern- 
ment has taken its stand on the principle that rights of para- 
mountcy based on specific agreements with princes and tribes 
cannot be transferred along with authority in British India except 
by voluntary adhesion. For the greater part of India this con- 
stitutional point is formal. For the frontier states, however, who 
are directly exposed to influences from outside India and can take 
advantage of their marginal position, the position is quite different. 





“,...ZIT need hardly remind you, 
Gentlemen, that in times of scarcity 


the best is always hardest to obtain.” 


Not least among the reasons for the present 
shortage of WHITE HORSE WHISKY is the 
fact that its quality was never finer than now. 


MAXIMUM PRICES :—Bot. 25/9, }-Bot. 13/6 as fixed by the Scotch Whisky Association. 
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Such considerations apply, above all, to the states and tribal 


areas of the North-West Frontier and Baluchistan. The system 
of political relations throughout this region is highly artificial, 
having been evolved by the British rulers of India through a long 
series of expedients and adjustments. The “ frontier ” under this 
system is not so much a line as a zone, with the tribes and prin- 
cipalities forming buffers between British India and Afghanistan. 


The Afghans see no reason why conquests made by the British, 
or even by the Sikhs, should be inherited by Mr Nehru and/or 
Mr Jinnah. The minimum Afghan aspiration is the recovery of 
Peshawar. Afghanistan has a useful army which was not deterred 
from making war on Britain alone in 1919. The Moslem League 
promoters of Pakistan, however, have no intention of bringing in 
the Afghans, for the Moslem lowlanders are not at all keen on 

eing looted by their poor and predatory co-religionists. But 
Congress-Moslem tension is nevertheless preparing the way for 
Afghan-Pathan penetration into India. If Pakistan were to be set 
up in the Punjab and Sind and had to defend itself against Con- 
gress attempts to suppress it, how could it defend its rear against 
Afghans and frontier tribesmen, if indeed it did not call them in to 
its aid—at a price which would in the end almost certainly be 
much higher than Moslem League politicians bargained for? If, 
on the other hand, there is no Pakistan and Indian federal unity 
is somehow preserved, the Pakistan agitation has already reached 
such a point of intensity that Moslem extremists are likely to look 
to Afghanistan as a base for the struggle against what they will 
regard as a Hindu Raj. In any case, it appears probable that 
north-western India is going to be a region of great political in- 
stability. 

Unstable Kashmir 


In the extreme north of India the State of Kashmir presents a 
special problem. A recently constructed polyglot realm, owing its 
survival and expansion to clever policy during the Sikh wars, with 
a Hindu ruling dynasty and a Moslem majority of the population, 
Kashmir has very little prospect of surviving long in its present 
form. But the heritage of Kashmir is one to arouse the most 
bitter rivalry. The Moslem League, relying on the Moslem 
majority, hopes to get it for Pakistan, to which, as part of the basin 
of the Indus, it would geographically belong. Congress has made 
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a determined effort to capture its people for the Congress cause 
by giving a lead to popular discontent ; this was the aim of Mr 
Nehru’s spectacular intervention in Kashmir affairs a few months 
ago. Finally, Afghanistan is interested in Kashmir and especially 
in its western borderland which adjoins the Swat and Kunar 
valleys and would be involved in any reshaping of the north-west 
frontier. 

From Kashmir eastward to the Burma border the great range 
of the Himalayas provides India with a natural frontier which 
still interposes a virtually impassable barrier against invasion 
from the north. But the range itself is the homeland of a war=- 
like, independent state—Nepal. The Gurkha kingdom was one 
of those’ formed by military adventurers cn the “dissolution of 
the Mogul emp: re ; it has always had a strongly military character. 
Nepal prov Sdes recruits for the famous Gurkha regimerts of the 
Indian Army; as Nepal is not part of India, these troops are, 
strictly speaking, foreign mercenaries -serving in India. The 
subsidy paid for Nepalese support in the‘1914-18 war and the 
pay and pensions of the Gurkha mercenaties are important factors 
in the economy of Nepal, and their future under the new regime 
is uncertain’; the Indian Government may have neither the will 
nor the financial capacity to continue the subsidy and may wisa 
to includé the Gurkhas in an Indian national army in a way 
not accéptable to Nepal. Congress nationalists regard the 
Gurkhas as* simply a part of the Indian people and are aot 
disposed to agree to the sovereign independence of Nepal. whica . 
Britain has ‘formally recognised. Nepal, on the other hand, ‘is — 
very likely. to take any opportunity afforded by disorder-or dis- 
union in India to renew the expansion which’ the British Raj ; 
has for so long held in check, and its geographical position gives 
it a chance of sudden irruption into some’ of the ‘richest and most 
densely populated areas of India. 

North of Nepal, beyond the Himalayas, is the sparsely in- 
habited high: plateau of Tibet. Its international status is peculiac. 
In the nineteenth century it was reckoned a part of the Chinese 
(or rather Manchu) empire and was. subject to a loose Chinese 
control. After the Chinese Revolution of 1911 the Tibetans 
refused allegiance to the new Chinese Republic, and drove ou: 
the Chinese garrisons. Britain continued to recognise Chinese 

“ suzerainty ” over Tibet, but gave diplomatic support to Tibetan 
autonomy, and civil wars in China prevented a sericus Chinese 
attempt at reconquest. The Tibetan Government in Lhasa has 
direct contact with British and Nepalese. representatives, but 
China has long been dissatisfied with this state of affairs and is 
anxious to control Tibet’s foreign relations. As Tibet has never 
been internationally recognised as an independent country and 
British interest in it will disappear with the transfer of sovereignty 
in India, China may well at any time succeed in reasserting its 
authority in Tibet. One result of this would be dispute over 
the frontier of Assam, for, though a boundary has been agreed 
between the ‘Indian Government and Tibet, it was never recog- 
nised by China. There is also a great stretch of undemarcated 
China-Burma frontier to the east of Assam, and during the war 

















































'} 


i Gwadar 
—_——— 


-” 


SS ar 1H VOURASRS 
 saseaicacmasiatibomieamie deteg-asseeecmaaon- geen LS 


vw }- 
al 


oo 


“suece= 








Cc 











© 30 100 150 200 250 








\ 1 7 r 
Sm aees ad i damiak CHINA r ‘ 
~\. ig —_— MFRS 
- N77 < p iE. a. €°N3> c H \ N A ‘ 
e : \ le 7 ~ \ . ma | . . 
° KASHMIR —° care ase e ‘ 
/ * ee c = (Sriwacar f on \, . / 
Pest ’ bi a ‘> 
‘ tz - A UN EIND BET ‘\ ei ‘ 
\ 4% 7 ae Ley f LAHORE 
er 7 8 Spec, 
4x , QUETTA ay 
: fk /\ ULTA 
s, ‘A *Kalat. } 
Toawucnistany 4 Shikatpur DELHI 


LUCKNOW’ 


RAL 7 
ent 'No 


Scale in Miles 


FHE .ECONQMIST, Fepruary./8,. 194; 


a Chinese Government spokesman claimed the whole Hukwaung 
valley as belonging to China. Hitherto nobody has worried abou: 
such uncertainties, for the wild forest-clad highlands of the 
easternmost Himalayas have net been under any effective national 
administration and arguments about frontiers have been academic, 
Bur the making of the Ledo Read during the war has brought 
Assam into a new relation with northern Burma: and with the 
Chinese province of Yunnan, and frontier questions in: - this region 
are now no longer so academic. China at present; is hardly in a 
cond‘tion to pursue a very active foreign policy, and Chinese 
territor:al aspirations on India’s north-eastern rim cannot be com- 
pared in- immediacy with the pressures to be expected from 
Afghanistan or Nepal in the event of disunity within India, but 
in the long run they can be a cause of much trouble, 

Scme of the possibilities mentioned in this survey’ may never 
ccme near to realisation, and indeed there would be: little ground 
for expecting any important upset of the status quo’ on India’s 
northern frontiers, if there were the prospect of a’ “strong, united 
Ind‘a to take over from British rule. But India’s*internal strife 
has already gone to such lengths that it is difficult to see how 
all the latent tendencies to disintegration can be évercome. In- 
ward disruption, if it cccurs, cannot fail to give scope ‘to marginal 
military factors long repressed by British power, notably th: 
Afghans and Gurkhas, and the political map of : India might 
quickly be altered out of all recognition. The fact that Indian 
civ:lian politicians have been blind to these possibilities dees nor 
prove their unréality.” Only the actual course of events can put 
Indian nationalist theory to the test of success in: the political 
unification of a sub-continent. 
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Problems of Italian “Reconstruction—I V. 





— Crisis in Foreign Trade 


[BY OUR SPECIAL CORRESPONDENT] 


Tue Italian economy has been precarious for the last 50 years at 


least. Since -industrialisation began it has supported a steadily 
growing population on a meagre agriculture and an almost toial 
lack of industrial raw materials. The maintenance of an (admit- 
tedly low) standard of living has depended in the.main upon 
importing vital raw materials such as coal, iron: ore, pig iron, 
petrol, cotton and wool and selling ;the finished" manufactured 
products abroad. Since the end of the war, everything has con- 
spired to make this basic economic transaction excessively diffi- 
cult. The dislocations of war have reduced Italian’ productivity. 
In -1946, industrial production was restored to only 65 per cent 
of 1938. Devastation has had to be made good, and ‘ihe process 
has absorbed materials which might otherwise have been used for 
export. War has decimated the mercantile marine. In 1938, 
Italy had 3,720,409 tons of merchant shipping and _ of. its annual 
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- only by common sense and action. Mounting costs and rising 
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8 RISES IN COSTS OF SUPPLIES THE COMPANY HAS 
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— SUCCEEDED IN HOLDING DOWN ITS PRICES AT 


HOME AND FOR EXPORT. 


The tendency is for the cost of supplies to rise, but the Company 


hopes to avoid any increase in the prices of its products. 


The Company also hopes that its suppliers and its employees will 
support, each to his own ability, its attempt to establish a pattern 
of efficiency that will contribute to the future prosperity of the 


nation. 
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imports of some 20 million tons, 16 million tons were carried in 
Italian bottoms. In May, 1946, total tonnage had fallen to 
579,301. 
during 1047, the Italians should dispose of about 1,000,000.-tons. 
Bur this reduction of the merchant fleet to nearly one quarter of 
its former size means that they will have to spend an extra 
$110 milEen in freight charges. (The size of this figure is also due 
ro the necessity of bringing ccal all the way from America at a 
freight rate as high as $12 a ton. Before the war, Italy bought 
coal only in Europe.) 


The ovtcome of the war has further upset the Italian balance 
of payments by depriving them of their foreign assets, inter- 
rupting the flow of remittances from emigrants abroad, putting 
an end temporarily to tourist traffic, imposing a still unspecified 
lien on all Italian property abroad, and, in the shape of repara- 
tions, placing a burden on future current production whose effects 
cannot yet be measured. To thése intérnal dislocations must be 
added ihe external dislocationsof the ‘world market. Italy’s 
pre-war trade was to a great extent..with Central. and Eastern 
Europe. - There the Italians sold the bulk of their processed foods, 
textiles and mechanical goods. Now Germany, the great food 
market, has disappeared. The Balkans have not recovered suffi- 
ciently t6 trade. The result of these limitations may not be felt 
immediately, for in the present seller’s market, Italian industry 
can sell anything it produces. The immediate preblem is the fact 
that the vital supplies Italy wants to buy in return for its exports 
—wheat, coal and oil—-ar2 in short supply and can on the whole be 
bought only with “hard” currencies. For instance, when the 
Italian Trade Mission visited London in December, their prob- 
lem was not to boost the sale of Italian goods in Britain, but to 
find some British supplies upon which to spend Britain’s accl- 
mulated debt to Italy of about £20 million. But coal, iron ore, 
timber, hides, alloys are as scarce in Britain as in Italy. The 
problem “of foreign exchange, therefore, resolves itself inevitably 
into the problem cf dollars, and the Italians find their short-term 
and their long-term interests in collision. In the long run they 
need to develop their markets in Europe and the Mediterranean, 
for the United States is directly comperitive with them in indus- 
try and offers only a poor and jealous market for farm produce. 
But in the. short run, the need. for dollars makes it necessary to 
press every possible sale in America. 


Confusion in Controls 


Working in such an unfavourable atmosphere, the most efficient 
Governmental machine might falter. The Italian machine is not 
efficient for, like everything else, it is suffering from the conse- 
quences of war, liberation and.a prolonged political purge. It is 
short of experienced men and the men with experience are ‘often 
enemies of the whole idea of control. The point can be ilustrated 
from the development of exchange control. Since the spring 
of 1946, exporters have been permitted to retain 50 per cent of 
the foreign exchange resulting from their transactions. The other 
50 per cent is taken by the Government to finance essential im- 
ports. The consequence has been on the other hand a very 
rapid increase in exports, but the officials of the Government’s 
exchange eontrol complain that the private balance is used in 
part to import non-essential goods selling at a high profit in the 
restricted wealthy market and that its existence makes possible 
a steady flight from the lira. In this situation, the exporters 
demand the removal of all controls, the Government officials the 
introduction of complete control. The likelihood is that thé pre- 
sent awkward system will be maintained. 


Its operation might be simplified if there were not several rates 
of exchange for the lira. Hitherto the official rate has been 100 
lire to the dollar. Exporters receive 225 lire for their foreign 
exchange from the Government, and the price of the 50 per cent 
retained by them has been roughly 600 lire on the free market. 
It appears, however, that the Italian Government is now on the 
point of devaluing the lira, and the new rate will reflect the lira’s 
“free” value. 


Given this background of confusion and uncertainty, it is not 
surprising that the Italians expect a serious trade deficit in 1947. 
Two sets. of estimates have been prepared, by the Unrra Italian 
Mission and by the Italian Government. The Unrra estimate, 


being less optimistic, is probably the more reliable, but the diver- . 


gence between the two is not very great. 


The difference in estimating food imports is due to the.Govern- 
ment’s inclusion in the 1947 account of an earlier Untra food pro- 
gramme for which neither funds nor grgin may be available. The 
higher Governmen! # gure for industrial imports springs from a 


Fifty Liberty.ships.are being.added_ to. this. figure,.and... 
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more hopeful picture of the availability of such vital raw materials 
as lumber. More detailed examination of the Unrra figures reveals 
that the. most.cosily..import. figures, including freight costs, are: 
Cereals ($255;400,000),- fats and oils ($51,150,000), solid fuels 
($202,156,000), mineral oils ($67,575,000), iron. and steel 
($38,600,000) and raw materials and textiles ($155,260,000). On 
the side of exports, the largest earnings are from the textile 
industry, with estimated exports valued at $313 million, food pro- 
cessing at $50 million, the chemical industries at $20 million, and 
agricultural exports at $44 millicn. 


EstimatTeD ITALIAN BALANCE OF PAYMENTS IN p47 


"(million shares) 


Unrra Estimates Government Estitates 








Payments _ Receipts Payments Receipts 
Food aud agricultural imports... . | 414 oes 356 
Industrial inports 719 ets 940 | 
NOIRE ee 100 | os | 100 “ hee 
PNR 5 25 Secs cweeatns Sie —_ i 505 ok 520 
Remittances, tourists, etc. ...... a | 80 etl | 150 
Shipping fangs ...2...0-600005 a | 45 ome | 120 
EWOR ews achawidasscnuprastcts 1,235 660 1,396 * 770 
INCE. sens mech eye> t-res ar . [ _=603 i eee 7-66 


The Italian Government is left with a deficit of between $603 
million and $626 million. The actual problem is probably moz 
urgent than the figures suggest, since the most vital raw materials 
have in the main to be bought with dollars, and of the 19 billion 
lire which exports will earn in 1947, only about 5 billion represent 
dollar savings. True, 3.5 billion are hard currency in the shape 
of Swiss francs and 1 billion Swedish crowns, but nearly half the 
lire represent currencies which cannot be used for financing the 
most urgently needed imports. The Government’s problem | iS 
thus more compiex than the chart of estimated exports: allows. 


Hitherto the grave deficit in the Italian economy has beer 
covered by direct external assistance, of which the’ Unrra pro- 
gramme has naturally been the most important. In 1945 and 1946, 
Unrra has spent on direct relief and the beginnings of, rehabilita- 
tion about’ $550 million. In addition, over the same period, the 
Allies (especially the Americans) have spent $160 million under 
their military civil affairs programme and the so-called “ Troop 
Pay Account,” and a further $100 million was’ spent by the 
American Foreign Economic Administration in 1945. In all, 
Italy has received nearly a billion dollars in outsde assistance. 


The core of the problem in 1947 is that the Italian economy 
has to find its balance without further direct relief. It is true 
that Unrra will continue to bring in wheat and coal for the first 
months, but these shipments have not been included in the Unrra 
estimates of the 1947 trade balance. The deficit of ‘over $600 
million must be met either by credits or by increased exports. 
But the export estimate is already as optimistic as it can reasonably 
be made. The only hope of some balance in the country’s external 
economy lies therefore in credits. The importance of the Italian 
Prime Minister’s recent visit to Washington lay precisely in his 
hopes of receiving substantial dollar loans. 


At. a press conference, given on January 2oth on his return to 
Rome, Signor de Gasperi was able to announce reasonably favour- 
able results. A further $130 million would be transferred to 
Italy under the Troop Pay Account. A credit of $100 million 
would be made available by the Import-Export Bank.. The Prime 
Minister admitted that some pressure had been needed to secure 
even this amount. As for the uncovered gap of about $370 million 
in Italy’s trade balance, he said that Italy would haye to look 
abroad for further help and credits, but that these pponid not 
necessarily be forthcoming. 


The kernel cf the problem was whether our democratic system 
is stable or whether a return to chaos or to dictatorial: conditions 
is to be feared. That is why we had to deal mainly wan, a question 
of confidence. 


And this “ question of comfdence ” in the present unpértain state 
of Italian politics is a very doubtful quantity. Most of the steps 
necessary to increase productivity at home or to create trust in 
Italian stability abroad demand a firm and vigorous administration, 
and this is the one thing which the Italian democratic system at 
the moment seems unable to provide. 
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Unanswered Electricity Questions 


N established pattern can be discerned in the Govern- 
ment’s nationalisation measures. First comes the Bill, 
with its Commission or its Board, its powers of Ministerial 


appointment and intervention, its niggardly compensation for 


existing owners, its aloof suspicion of the directors of the con- 
cerns which are to be taken over, and its vague principles and 
safeguards for the consumer’s interest. Then follows the 
Second Reading, which ought to afford the opportunity to the 
Minister to expound the policy of the new authority and to 
demonstrate its technical advantages over private ownership 
cum public control, but instead is largely devoted to exposing 
the shortcomings: of the past rather than the substantial promise 
of the future. Thirdly, the Bill is whisked upstairs to Standing 
Committee, where amendment and improvement rest not on 
the persuasion of logic but upon the temper of the Minister. 

These are the stages which determine the pattern of legis- 
lation, for major changes on the Report stage or in the House 
of Lords have not, so far at any rate, been of importance. And 
of all these stages the Minister’s Second Reading speech is of 
first importance. It cannot be said that Mr Shinwell made the 
best use of his opportunity to explain and justify the Electricity 
Bill on Monday. Parts of his case can be at once admitted. 
\egislation of some sort is needed for electricity, because many 
supply company franchises are exp:ring and, if local authorities 
exercised their rights of purchase, the electricity supply indu;- 
try would undergo complete disintegration. Mr Shinwell made 
much—indeed, far too much—of the variety of charges and 
diversity of voltages and frequency. Progress in these things, 
he said, has been “ much too slow ”’—which is a remarkable 
understatement of what has been achieved during the last 
twenty years. Again, different undertakings have different 
ideas about the design of their appliances and plant—engineers 
display great divergence of views in these matters—and in the 
end “ it is the consumer who has to pay.” 

His opening, then, was a recipe for an integrated electricity 
industry with a stagnating technique allowing no room for the 
“ divergence ” of engineers’ views. He went on to declare that 
the public electricity service must do “ everything possible to 
Tationalise its method of charging,” and that prices for indus- 
trial and domestic use should be “strictly related to costs.” 
These are the only references in his speech to charges, which 
are surely the most important aspect of the Bill, and its pro- 
fessed raison d’etre. He dealt in two short passages with the 
responsibilities of the British Electricity Authority and its four- 
teen area boards, and noted—though he did not expand—the 
point that the Minister may give directions on matters of 
“national interest.” Then followed the polemics, and in par- 
ticular a lengthy passage to justify the Minister’s determination 
to g.ve the Authority and the Boards power to manufacture and 
instal plant and fittings. The companies had either failed to 
do this satisfactorily, or had been in league with the suppliers 
of equipment. But the new Boards will be in a position to 
aford facilities like “major domestic electrical appliances ” 
which Mr Shinwell believes to be beyond the reach of working- 
class families. Consumers will not be sold appliances “ which 
are often unreliable and expensive.” 

Next, on compensation, Mr Shinwell—having dismissed the 
claims of local authorities for fair compensation (“local authori- 


ties have always displayed a sense of public duty and will not 
wish to make any profit from the transaction ”)—admitted the 
complexity of the compensation problem for the supply com- 
panies. A company might have a number of franchises expir- 
ing at different dates, and the work of calculating net main- 
tainable revenuc for each portion of the undertaking for its 
unexpired franchise “would be so involved that in fact it is 
quite out of the question as a practicable proposition.” More- 
over, the companies were earning monopoly profits and paying 
dividends which were out of line with those appropriate to 
public utility undertakings—a charge which blandly disregards 
the effective capital invested in their businesses. Mr Shinweil 
concluded that in these circumstances compensation by refer- 
ence to Stock Exchange values was “not only practicable but 
fair and even generous. . . . Too long has the electricity con- 
sumer been made the victim of financial speculation.” 

Finally, Mr Shinwell addressed himself to the programme of 
cap:tal development, for which the Bill provides £700 million 
for the Central Authority and {100 million for the North of 
Scotland Board. It was remarked in these columns on January 
18th that the setting aside of £800 million for electricity deve- 
lopment suggested an intention to go forward with rural elec- 
trification on the grand scale. So it appears from Mr Shinwell’s 
speech. Some £200 million will be required for power stations 
(earlier in his speech Mr Shinwell suggested that these would 
require such a high proportion of the national resources thar, 
if only for that reason, one body must be responsible for their 
construction and operation), but no less than £400 million is 
earmarked for improvements in the distribution network, of 
which “a substantial proportion” will be used for rural elec- 
trification. And unless this rural programme is proceeded with 
quickly, Mr Shinwell sees no hope of checking the decline in 
the rural population. 

Such is the Minister’s plan for developing an industry in 
which progress has “ too often been impeded by sordid financial 
considerations.” It can hardly be described as convincing— 
indeed, it clearly failed to satisfy many Government supporters 
in its references to compensation for the local authority under- 
takings, of which some have considerable experience and a clear 
understanding. But there are far wider aspects of the case 
which have gone unargued in the Second Reading debate. 
Perhaps the most important issue is that of charges. Mr Shin- 
well devoted much of his time to attacks—some of which found 
their mark—on certain features of holding company finance in 
the electricity supply industry. But he does not appear to have 
appreciated the fact that under the Bill, and with his con- 
nivance, the capital accounts of the Area Boards could be so 
engineered that the grossest excesses of holding company 
finance would look like amiable borrowing. The charges which 
will be applied in any particular area will be determined in 
large part by the apportionment of the Authority’s capital 
charges which it has to bear. These are the most important 
elements in the costs to which, according to Mr Shinwell, prices 
of electricity for industrial and domestic use are to be related. 
What are the public safeguards for seeing that each area bears 
its fair share, and no more, of those charges? 

Again, the relationsh’p between urban and rural electricity 
prices requires full elucidation. Mr Shinwell refused to be 
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Mrawn on this question, but certain members argued that prices 
should be standardised so that country and urban consumers 
could enjoy “the same low prices,” and crofters in the North 
lof Scotland would pay the same as consumers in Hackney. How 
t does the Minister intend to support these claims? Will the 
400 million or so to be devoted to rural electrification involve 
ny subsidy from the urban consumer? These are real issues 
involving the consumer’s interest under nationalisation, and 
ey ought to be made quite clear at the outset. 

With so many basic questions unanswered, the Electricity 
ill now goes to Committee. Judging from experience over 
the Coal Nationalisation Bill, Mr Shinwell is not the Minister 
who is likely to make concessions liberally. But will he at least 
‘be moved to offer a much fuller explanation of those clauses 
‘of the Bill that, in the long run, really matter? Can he for 
once drop the suspicions that belong to the past, and demon- 
strate instead what is in his mind, and ought to be in the minds 
of the Authority and the Area Boards, about development and 
charges? Will he explain in detail how far he is prepared to 
intervene in their policies? Will he offer himself as the Parlia- 
‘mentary spokesman for the new bodies, or will he act as theic 
‘Parliamentary blanket—as he has recently appeared to do for 
tthe Coal Board? Would he be prepared to accept the view, 
‘which is widely and properly held, that the charging machinery 
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should be subject to closer public scrutiny than the Bill pro- 
vides at present? How will he guarantee that the transfer of 


_ the undertakings takes place without dislocation—his claim, 


incidentally, that the Coal Board took over the mines “ without 
the least dislocation” is surprising. What precise measures 
has he in mind to expedite development plans and to promote 
the speedy production of generating plant? Is this question 
to be left until the Authority is appointed, or is action being 
taken here and now? What support will the Minister bring to 
the Authority when it is involved—as it most certainly will be 
—in arguments and disputes with the Ministry of Town and 
Country Planning on the location of new power stations? 

So the list of questions could be strung out, almost in- 
definitely. They show the scope for fuller explanation and 
amendment of many of the clauses of the Bill. On all these 
points the Government may, if it wishes, say nothing and do 
nothing. But if it is inspired by the urge to benefit the con- 
sumer, and if it has learned any lessons from the handling of 
the techniques of nationalisation during the past twelve months, 
it would do well to consider them fairly. The Authority and 
the Boards under the Bill are skeletons. It rests largely with 
the Minister whether they become monopolist monsters or 
efficient and progressive undertakings fired by regard for the 
consumer’s interest. 


Annuities and Taxation 


in progress there is a minor boom in the sale of annuities. 
‘The plain man’s argument that when the rate of interest falls 
below a certain level people will begin to consume their capital, 
being demonstrated in recent insurance experience. In 
these days of ever cheaper money, many small investors are 
ow resigned to the fact that the only way to increase their 
cash income is at the cost of consuming all or part of their 
pital. This, indeed, is the remedy which the Chancellor 
imself has recommended for railway stockholders. 

Apart from the reluctance on the part of many offices to 
nderwrite a large volume of annuities, there is one important 
factor which limits the expansion of this type of business. The 

‘man who lays out late in life a capital sum simply in order 
to secure a maximum return for the remainder of his years, 
finds that income tax is payable on the whole of the regular pay- 

nts which he receives, although a portion of these sums repre- 
sents a return of capital by instalments and only that part repre- 
‘senting interest on the capital can be described as “ income.’ 
iT he average annuitant fails to see the justice of this situation, 
which seems to make “ income tax” a misnomer, and involves 
a hidden tax on capital. 

It must, therefore, be emphasised that there are types of 
annuity in which the “capital element” is not taxable. A broad 
‘distinction has to be made between an annuity for a fixed term, 
say for 15 years, and one for a term equal to the remaining life 
of the annuitant. On an annuity for a term certain, only that part 
of the regular payments which represents interest on capital is 

ubject to tax. But for an annuity payable during the lifetime 
gf the annuitant, tax is deductible from the whole of each pay- 
ment, capital and income together. 

The insurance offices have now developed a type of annuity 
oontract which combines an annuity certain ow a life annuity. 
Variously described as a “capital annuity,” a “capital and 
income” policy, a “split annuity,” or a “ ciel protection ” 
policy, this arrangement enables, firstly, a constant annual sum 
to be guaranteed to the annuitant over a fixed term of years, 
subject to income tax on the interest element only and, 
secondly, another constant annual sum to be receivable for the 
jremainder of life if the policy-holder survives the stipulated 


Sim by side with the major life assurance boom that is now 


period. Thus, at the present time, for an outlay of £2,000 a 
man aged 60 could be assured an income of approximately {£60 
per annum for 12 years, the interest element (which would be 
subject to tax) being £12 7s. in the first year and then diminish- 
ing, and approximately £120 per annum for the rest of his life 
following the 12 years period, the whole of this sum being 
subject to tax. 

“Split” policies of this kind carry with them no sugges- 
tion at all of tax avoidance. Clearly, it would be open to 
a person himself to separate his capital outlay into two por- 
tions, buying an annuity certain with one part, and a life 
annuity with the other. Recently there has, however, been 
a further development which has not this obvious claim 
merely to marry two well-established forms of contracts. 
The Wesleyan and General Assurance Society, having ascer- 
tained that there was no hope of altering the law of taxation in 
regard to life annuities, decided, to quote the Society’s own 
words, “to put the matter right in its own way.” In May, 
1944, a certain Mr. Hart took out a policy with the Society 
under which, in consideration of payment by him of £500, 
the society agreed to pay him, first, an annuity of £7 11s. by 
monthly instalments of 12s. 7d., and, second, a payment at 
death of £4 14s. 8d. for each completed period of one month 
from the inception of the policy. Mr. Hart also had the option 
of borrowing, on a bond entered into, sums not exceeding 
the lump sum which would have been payable if death had 
occurred at the date of the loan. Any such loan was to be free 
of interest and was repayable at death by being set against the 
sum then due. In June, 1944, Mr. Hart elected to borrow to 
the maximum extent and then received month’y from the 
society 12s. 7d. less tax, plus £4 14s. 8d. as a loan, free 
of tax. The Inland Revenue contended that the sums paid 
under the bond were an annuity and were taxable, arguing that 
it was immaterial that they were described as loans. The Special 
Commissioners of Taxes took the Society’s view; the first Court 
found for the Crown; the Court of Appeal reversed that deci- 
sion, and it is now open for the Crown to appeal to the House 
of Lords, within the stipulated period of six months. 

Whatever may be said about the merits of this form of 
annuity from the wider aspect of tax avoidance, it is undoubtedly 
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an ingenious form of contract; it has raised afresh the whole 
question of the taxation of annuities. It is certainly salutary 
that:the ‘Inland Revenue should be forced to examine the issue 
again. -For the life offices collectively have so often protested 
against the existing state of the law in this matter that they can 
hardly regret the opportunity that has arisen in which a change 
might be achieved. Until the question of appeal to the House 
of. Lords has been decided, and until their Lordships have 
decided the issue, should it go before them, the final legal posi- 
tion cannot be anticipated. But the Society’s case, as it was 
presented in the lower Courts, appeared to be a strong one. 
‘Fhe taxation of the “ capital element ” in terminable and life 
annuities has long-established authority and has hitherto resisted 
the. fiercest onslaughts. When Peel reimposed the income tax 
in 1842 he was urged to eliminate the tax on the capital element 


' but refused. - Many prominent public men appearing before the 


Select Committee of 1851-2 reiterated\the plea for exemption 
of the capital element or for a lower all-round tax on annuities 
to. produce the same effect, but in vain; the Committee was 
against any change, even though its Chairman agreed with the 
pleaders. .Newmarch was quite heated in evidence, saying that 
not to differentiate between capital and interest savoured very 
strongly of the morals of Finchley Common, “ explaining his 
meaning °—-as the Inland Revenue put it before the Royal 
Commission of 1920—“by reminding the Committee that 
Finchley Common used to be the resort of a certain class of 
characters. The Committee found no difficulty in understand- 
ing the allusion.” A Departmental Committee of 1905 refused 
to agree to arguments which were put forward by the life offices 
and actuaries for splitting the armuity into its two parts. They 
concluded that a man who buys an annuity deliberately sinks 
his capital and takes an income in exchange; they contended, 
that is, that there is really no capital element at all in an annuity. 
Secondly, as existing annuities had been created during the exist- 
ence of the income tax, the Committee held that the contracting 
parties under subsisting policies had taken the tax into considera- 
tion and therefore had no equitable claim to relief. 

The first of these arguments was, in logic, answered by the 
life offices before the 1920 Commission, when they put forward 
the case of the man who simply consumed his capital over his 
expected term of life, perhaps regulating his consumption of 
capital so as to give himself, with principal and interest com- 
bined, a fixed annual income of which the capital element was 
untaxed. Was an annuitant justly penalised simply because 
he took advantage of the law of averages and, in combination 
with others, enabled a life office to make an actuarial assessment 
of his expectation of life? The second argument of the 1905 
Committee would not have prevented them from recommending 
that new annuitants should be given a taxation relief which 
would not extend to existing annuitants. It must, however, be 
admitted that such differentiation might well prove no less 
disagreeable in practice than the consequences of the existing 
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law; the state of mind of an existing annuitant when he entered 
into his contract perhaps many years ago is unlikely to be upper- 
most in his mind when he compares his present net financial: 


position with that of annuitants whose contracts are more recent. 


than his—which is the sort of comparison he would naturally | 
At any rate, the 1920 Commission followed previous - 
inquiries, and made no recommendation for a change in the © 


make. 


existing law. 


Even if the Wesleyan and General form of policy should be. 


upheld by the House of Lords, the maintenance of the present 


system of taxing annuities would “not thereby be justified.» 


True, future annuities could—and presumably would—be writ- 
ten in the new form but this would still amount to discrimina- 
tion in favour of new annuitants. If the Lords were to decide 
for the Society, reform of the law therefore would still seem to 
be necessary and if they decided for the Crown, the same 
remedy would be imperative. 

Re-examination of the position, despite the many unsuccessful 
attempts to change it, is called for now, quite apart from the 


action of the Wesleyan and General Assurance Society in. 


precipitating it. The policy of ever cheaper money has been 
catastrophic for the elderly and retired, the widow with limited 
capital resources and others with modest capital who form the 
main source of demand for immediate annuities. To these 
annuitants, the language of Newmarch may seem strong, bearing 
in mind that income tax in 1851 was a mere 7d. in the £. But 
with suitable geographical modification, it is singularly apt with 
a standard rate of gs. in the £. 

Nevertheless, the position of the annuitant is to somt extent 
mitigated by the system under which the life offices are now 
assessed to tax in their annuity branches. Annuities paid out 
by them are taxed at source, either at the standard rate, or, 
where appropriate, at a reduced rate ; the office, in effect, puts 
into an Inland Revenue Suspense Account the tax thus collec- 
ted. But the ultimate liability of the office to the Inland 
Revenue may be either this figure or alternatively, if it is 
larger, the sum of the tax deducted (at source) from the office’s 
investment income plus tax on the profits, usually comparatively 
small, earned upon its annuity business. If these latter items 
are smaller than the deductions made from the annuitants— 
which in view of the great growth of annuity business before the 
war is so in most cases—no tax is payable beyond that deducted 
from the annuitants. 
as bearing the tax on their annuities, as in fact it usually does, 
it is in effect obtaining its investment income gross and free of 
tax. Clearly, if the offices were to suffer under some more 
onerous system of tax, the terms at which they sell annuities 
would be. dearer. If, therefore, the Government were to 
allow only the interest element of annuities to be taxed but 
were simultaneously to seek to maintain total tax revenue by 
raising an additional levy upon the earnings of the annuity fund, 
the position of the annuitant would not be improved. Only 
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by reduction in the combined tax liability of the office and 
annuitant and by adopting the principle that tax would be levied 
only once upon them in combination would the required end 
be reached. 

It may be thought that the present Chancellor would be 
reluctant to make the necessary sacrifice of revenue. Yet per- 
haps he could be induced to face it by the reminder that total 
annuity payments by all the life offices in 1938 amounted to 
only £8 million of which a fair part was for payments under 
deferred annuities—to which the present arguments do not 
apply—and that of the remainder as much as 15 or 20 per 
cent probably represented interest and would therefore remain 
taxable. If he were reluctant to relieve from tax the capital 
element in life annuities, for fear of incurring opprobrium for 
failing to “ soak” unearned income—though the typical annui- 
tant has usually acquired a limited capital out of the savings 
of a lifetime’s hard work from his own taxed earnings—he could 
simply impose a limit on the size of the annuity attracting a full 
capital exemption. Such a course might be somewhat illogical, 
since it would combine an admission that part of the annuity 
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was capital, and should not attract tax, together with a statement 
of intention to continue to tax the capital element accruing to 
the larger annuitants. But at least the illogicality of the pres- 
ent system would be modified in the right direction. There 
would, admittedly, be some difficulties of adjustment for annui- 
tants under old contracts but these need not be overwhelming, 
and it is obviously desirable that any concessions should apply 
to old and new policy-holders alike. Perhaps the Wesleyan 
and General case may prompt the Inland Revenue to reconsider 
some of these broader issues. Under recent legislation wasting 
assets of several kinds are more generously treated for taxation 
purposes than ever before. The Board of Inland Revenue may 
remember that, in their evidence in 1920, they resisted a 
change of the law in regard to annuities, but they observed 
that “although it is considered that annuities are distinguish- 
able from wasting assets used in production, the Board of Inland 
Revenue are disinclined to urge that the balance of argument 
is against making any allowance in respect of purchased annui- 
ties, if it be decided that other wasting assets should receive an 
allowance.” Are they still “ disinclined to urge ” 27 years after? 


Business Notes 


* A Most Serious Situation ” 


There is no mistaking the gravity of the Ministry of Fuel and 
Power’s statement on Wednesday that “a most serious situation ” 
has arisen in coal supplies. The hard winter with its dramatic 
and far-reaching interruptions of supply has exposed the weakness 
of the coal position. Stocks are exhausted, or nearing ex- 
haustion, and even the Cripps allocation plan was postulated on 
the hand to mouth delivery of currently produced coal. But pits 
are isolated, and transport by land and sea has been stopped or 
slowed down over a wide area. The six weeks’ period of crisis, 
it is safe to predict, must now be extended into the carly spring. 

The present and future consequences for industry are indeed 
serious. The reduction of coal allocations by 50 per cent has not 
enabled industry to plan its production with any more certainty 
of deliveries than before and many firms with well-nigh exhaus- 
ted coal dumps have had no alternative but to go on short time 
or close down altogether. Austin Motors head the long list 
of firms temporarily stopped in the Midlands and the Rolls Royce 
works at Crewe have introduced a shorter working week. About 
8,000 workers are affected by the closing of Cadbury’s Bournville 
factory for ten days. In Lancashire and Yorkshire continual 
snow falls have interrupted east-west communications over the 
Pennines. The wool textile industry had received a supplemen- 
tary coal allocation of 15 per cent, putting it on the same basis 
as the cotton industry, but this piece of arithmetic will be 
meaningless until the transport situation improves and coal can 
be moved from the mines. Frozen dock installations’ in South 
Wales and the Tyne, and interruption of the regular deliveries 
of seaborne coal (which in particular feed public utility plants in 
London) have temporarily imperilled even 50 per cent allocations 
for consumers in Southern England. 

Shortage of coal is affecting all parts of the industrial structure 
Several thousand workers are idle, or on short-time, in the cotton 
and wool textile industries. There is already a sufficiently slender 
margin between consumers’ requirements and output from the 
cotton and worsted spinners to put clothing supplies in jeopardy 
if production in these key sections of the textile industry suffers 
any prolonged interruption. But a temporary reduction in con- 
sumer goods supplies would be less serious than the snowball 
effect resulting from shut-downs in industries producing semi- 
finished industrial materials, components and capital goods. Iron 
and steel, chemicals,.motor vehicles, railway wagons and rubber 
tyres are all adversely affected by lack of coal. Since most indus- 
tries are working with low stocks of key materials, and the indus- 
trial system as a whole particularly lacks transport equipment, a 
decline in output in the first stages of production must affect the 
output of firms in the assembly and finishing industries almost 
immediately. 

Two lessons emerge from this unhappy situation. The first is 
that only a comprehensive rationing scheme and a more detailed 
system of priorities offers any guarantee that the damage to indus- 
trial recovery caused by the coal shortage will be kept to the 


minimum. The second is that, unless drastic control of supplies 
and a big expansion of production is secured during the summer, 
coal stocks at the beginning of next winter will be even lower than 
they were last October. 


* * * 


The Chancellor’s Week-end 


Mr Dalton appears to have convinced his audiences in the 
North last week-end of a number of propositions, some tenable 
and others more dubious. First, he demonstrated that there will 
be no financial crisis—which might be true if financial crisis is used 
in the 1931 sense. Granted the present controls, it is possible, no 
doubt, to go even further in the suppression of inflationary pressure 
as it is created. The dangers, as Mr Dalton emphasised, are of 
prospective shortages of many essential supplies, a further reduct on 
in imports and the increase of money incomes unaccompanied by 
corresponding increase in product:on. 

Of all the essential raw materials, coal is crucial. Mr Dalton 
declared that the present insufficient output, the exhausted level 
of stocks, and the out-of-date mining equipment were the respon- 
sibility of private enterprise, which the Government has now 
abolished in the coal industry. His remarks on this question 
should be quoted : — 

The wretched private coal owners, before they flitted, left us 
with stocks of coal lower than ever before in our history. This 
winter we have had coal cuts and shed the electricity load. That is 
entirely the responsibility of private enterprise in the mining 
industry. 

This can only be described as characteristic Daltonian invective. 
If blame for the low level of coal stocks is tc be apportioned to 
the mistakes and shortcomings of the past, does the Coalition 
Government, of which Mr Dalton was a member—indeed, at one 
time the Minister responsible for coal—escape unscathed? 
Would any sober level of discourse which was _ concerned 
with the ills of the coal industry and their remedies talk 
in terms of wretched private owners flitting from the industry? 
How does Mr Dalton reconcile his statement that the electricity 
cuts are due to lack of coal with the repeated statements of Mr 
Shinwell that they are due entirely to lack of generating capacity? 
The Chancellor of the Exchequer does a grave disservice to the 
solution of Britain’s economic difficulties by talk of this nature. 

Nor was he on happier ground in his references to compensation 
on the basis of Stock Exchange prices. How is it relevant to the 
question of fair compensation for an industry on a going concern 
basis, to call in aid the method which the Inland Revenue Depart- 
ment uses for the assessment of Death Duties? It is astonishing 
that Mr Dalton should seek to compare the two cases, for they 
are utterly dissimilar. Securities held by the average deceased 
estate can almost always be realised at the prevailing market price ; 
that is the justification for using Stock Exchange prices in such 
cases. But compensation by reference to market prices uses the 
values established by a comparatively small volume of marginal 
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sales as a method for valuing the current capital worth of an 
entire industry. 
industry were to change hands during the particular days which 
were selected by the Government for the calculation of com- 
pensation terms, the method might have some economic logic. 
No doubt what it lacks in logic it makes up, in the Government’s 
eye at any rate, by simplicity, cheapness and expediency. Why 
should not the Chancellor fraraly admit that this is the case? 
He is tireless in demonstrating that the Transport Commission 
will earn a highly satisfactory surplus after meeting interest on 
its compensation stock. That is the consequence, and doubtless 
the intention too, of choosing market prices as a basis for com- 
pensation. To confuse this simple issue by dragging in the false 
analogy of Estate Duty valuations abates none of the criticism 
which has been directed against the Government’s compensation 
policy. 


The CWS “ Bank” 


The questions put to Mr Dalton a week ago about the practices 
of the Banking Department of the Co-operative Wholesale Society 
have focused attention upon a drift which as yet is chiefly of 
concern to the joint stock banks, but which, if accentuated, could 
become an issue of wide public importance. The Chancellor 
listed forty-eight local authorities—mainly small, and many in 
Wales, but including Gateshead, Newport, Pontypridd and 
Durham—whose accounts have been transferred from joint stock 
banks to the CWS “Bank”; and this list is not complete. He 
admitted that the “ Bank,” despite a reduction in rates twelve 
months ago, is offering local authorities 2 per cent interest on 
seven-day deposit balances and 1 per cent on current balances, 
whereas the joint stock banks are required to pay not more than 
} per cent on (14-day) deposits and allow nothing at all on current 
accounts. It is believed that these relatively high rates are also 
available for other accounts of non-members of the co-operative 
movement, while even more generous terms have been granted 
to members and especially for trade union balances. In some 
cases, too, it seems that the rates are fixed for long periods while 
vet leaving the depositor with an option to withdraw at short 
notice, subject to only a fractional interest abatement, or none 
at all. 

Mr Dalton has said that he is looking into this matter. It 
certainly merits wide and penetrating vision—and last week’s 
characteristic interplay in the House hardly suggests that that is 
the kind of scrutiny which is intended. Two aspects demand 
attention. First, from the standpoint of the clearing banks, it 
surely is a matter of common justice that constraints should not 
be put upon them unless they apply appropriately to their com- 
petitors, more particularly as the CWS can compete as a bank 
only by using the services of its own bankers—the clearing banks 
themselves. The CWS “ Bank ” functions partly through a hand- 
ful of its own branches, but mainly through the agency of the local 
retail co-operative stores which have no facilities for performing 
most of the essential banking services, arid therefore have to lean 
upon their clearing bankers. But, except on this issue of principle 
—the sheer equity of the case—the interests of the clearing banks 
are of secondary importance. Some of these municipal accounts 
might have been transferred, for political or sentimental reasons, 
even if the CWS rates had been less attractive; and it may be, 
too, that from a revenue point of view alone the clearing banks 
so far have scarcely been prejudiced. 

The really important aspect is the interest of the CWS depositor. 
The truth is that the CWS “Bank,” despite the clearing and 
other facilities which it secures from its clearing bankers without 
directly contributing to their cost, cannot possibly pay these 
attractive rates unless it has a very high proportion of high- 
yielding. assets, which forces it into a. condition of illiquidity 
which would be inconceivable for a normal “deposit” banker. 
The following note shows that, by any banking standards, its 
balance-sheet position is quite extraordinary. 


* *x * 


A Question of Liquidity 


The latest available annual balance sheet, dated January 12 
of last year, showed total deposits of £226.67 million, plus £6.83 
million of employees’ thrift, pension and death benefit funds 
against which {£10.08 million of investments were specifically 
lodged. If these pledged securities are excluded, the whole 
“backing” available for the deposits was as follows :— 


If the totality of securities in a nationalised 
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Deposit Liabilities Total Backing 
% of 
£mn. £ mn. Deposits 

Current Aecounts 34-35 Adwances, etc. .. 3-04 1-3 

Deposit Aceounts 192-31 Investments  .. 205-22 90-6 
Short-dated 

investments 8-51 3:8 

Call Money -.| Bao 3°6 

Cash. 1-43 0-6 


Land & buildings 0-01 


£226 -31 99-9°, 


£226 -66 





Depositors can look with equanimity upon this investment balence 
sheet if a very high proportion of them regard their deposits as 
permanent or semi-permanent investmenis. It will be seen that 
$5 per cent. of the total comprises deposit accounts; and, of these, 
four-fifths are balances belonging to the CWS itself, which also 
holds a quarter of the current accounts. But the bulk of the 
CWS deposit balances is simply the counterpart of deposits 
lodged with it by retail societies, trade unions, clubs, and the like, 
and these bodies, in their turn, receive funds from sales of 
shares to, or loan account borrowings from, working-class mem- 
bers of the movement. 

The base of this pyramid of liabilities is the thrift of the little 
man, individually or (as in the trade unions funds) collectively. 
Are these savings really so immobile and so free from the possi- 
bility of sudden movement as to justify a liquid ratio of 4.2 per 
cent (8 per cent if short-dated gilt-edged are included)? The 
CWS’s current account of £8.55 million at the “ Bank” is pre- 
sumably the working cash balance for the whole cf its ramified 
trading. What kind of cover does that require? If it needed 
100 per cent, the residual liquid assets would be £1 million— 
under 4 per cent of the residual current accounts, though 37 per 
cent if short-dated gilt-edged securities are included. 

Given the prospect of continued full employment ; given family 
allowances and the whole structure of social insurance; given 
too the subsidising effect of PAYE when employment ceases sud- 
denly, the management of the CWS may feel that there is suffi- 
cient immobility in these deposits to make this a tolerable 
assets Structure. But others who survey it at a distance 
cannot help feeling that the very homogeneity of the deposit 
sources gives the minimum of risk-spreading. Mr Dalton 
may persuade the “ Bank” to reduce its deposit rates again, and 
thus may help to redress the balance with the position of the 
clearing banks. Those banks, at the date of the above CWS 
balance sheet, were in effect obliged by the Chancellor’s policy 
to keep 55 per cent of their deposits in cash or securities with 
less than six months to run, and on that 55 per cent they are able 
to earn on the average only 0.48 per cent. 

But action on these lines would do no more than check the 
tendency for the CWS “ Bank” to increase the proportion of its 
mobile deposits. It wouid not autematically reduce the illiquid- 
ity. And it would not answer the ultimate question—wnhether the 
existing deposits are sufficiently immobile to justify that illiquid- 
ity. It is no answer to say that depositors need not worry be- 
cause gilt-edged securities are always saleable on reasonable terms 
since the Chancellor’s cheap money technique stands ever ready 
to make them so. Nor is it an answer to say that the position of 
depositors in any large institution will always be safeguarded if 
need arises. On that argument, the clearing banks might well 
tender the whole £1,550 million of their Treasury deposit receipts 
in exchange for long-dated gilt-edged as soon as Mr. Dalton next 
opens a “ tap.” 


First Report on l’Expérience Blum 


The French Government have begun to talk of anticipating 
the second price cut of 5 per cent which was due to be put into 
operation on March ist next. L’Expérience Blum is now mecting 
its first real difficulties. S:rikes of civil servants and railwaymen 
have broken out as a result of dissatisfaction with the provisional 
increases in salaries granted last week. The strikers have be2n 
exhorted by M. Blum himself to return to work and not to 
jeopardise a plan which. if it fails, must endanger the value of any 
conceivable concessions they might wring from the Government at 
present. 

Meanwhile the French Government has published a report on 
the first results of the price cut. The report covers the period 
January I to 15 and is admittedly too fragmentary to give a 
reliable overall picture of the initial response to the experiment ; 
but at least it is the best available documentation of the resulis 
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of the Government’s initiative and, moreover, it has an air of 
complete candour and objectivity. The general verdict which 
follows a presentation of statistics of prices is that “ psycho- 
logically the Government’s move has rallied the naticn ; but this 
response has not been altogether uniform.” With exquisite irony, 
the report points out that 

consumers are unanimcus in suppcerting the action cf the Govern- 

ment and do so beth by insisting cn the application of the decreed 

reductions and by nctifying any instances of resistance to the 
decree. ... Wholesalers and producers show the same attitude 
when dealing with the pecple from whem they buy.... The 
agriculturalists are showing signs of seme reticence. It would 
seem that almost everywhere the farmer would like to benefit from 
the 5 per cent reduction on what he has to buy before passing on 
the same benefit to the pecple who buy from him. . Threugh- 
out agriculture the situation is somewhat uncertain. Rural artisans 
whose prices are normally below the official prices are inclined to 
refuse the 5 per cent cut which, in turn, has unfavourable effect 

on the attitude of their agricultural clients. . . . 

The report gives a number of examples of resistance to the 
decree and of action taken to overcome this resistance. It also 
complains that in many cases the 5 per cent cut was nullified by 
fraudulent writing up of prices as soon as the intention of the 
Government became known. The general verdict seems to be 
that the experiment has succeeded so far as officially priced goods 
are concerned, but seems to have been largely disregarded in the 
free price sector of the market. 


* * x 


Argentine Wheat Deal 


The January and February US grain allocations to the United 
Kingdom were rather lower than were expected and there was a 
serious doubt as to the maintenance of the bread ration. This, 
however, has been safeguarded at the expense of stocks which, it is 
suggested, may now be below 800,000 tons. The purchase of half a 
million tons of wheat from the Argentine for shipment during 
the first half of 1947, therefore, shows that energetic steps have 
been taken to avoid an emergency. Consumption of flour in the 
United Kingdom, even under rationing, is running about Io per 
cent above the pre-war average, whilst imports of both wheat and 
flour during 1946 were 72 per cent of the 1938 total. 

British commitments for 1947 have been given as 4.4 million 
tons, and available supplies are estimated at 3.9 million tons, 
leaving a gap of half a million tons. On the other hand, Argentina 
is expected to have an exportable surplus of wheat exceeding one 
million tons. With only a limited grain storage space and the 
prospects of a 6 million-ton crop, compared with 4 million tons 
last year, Argentina is doubtless willing to sell, provided that the 
buyer does not haggle over the price. From the British point 
of view, paying the Argentine piper will mean further worry for 
the Chancellor of the Exchequer and his policy of subsidising the 
cost of ‘living. 

In this particular agreement, however, price may not be of 
paramount importance. It has been suggested that an extra allo- 
cation of 1,600 tons of caustic soda and 3,900 tons of soda ash, 
equal to about half of one per cent of British annual output, was 


U.K. Exports oF Caustic SODA AND SopIUM CARBONATES 











1938 | 1945 | First Half | Second Half 
| 1946 1946 
| | } 
Caustic Soda :— | 
cewt. cwt. cwt. ewt. 
BREA sancnanens shieenbasee 1,948,324 2,987,133 1,807,980 1,294,445 
Of which :— 
ON OOP tee 112,164 279,780 223,268 77,588 
Tt. nee pea e Gs 290,509 | 323,579 225,491 281,362 
Eeiitids TAA 6 cin cc casenss | 492,816 | 685,925 | 374,530 381,792 
Sodium Carbonates :— | 
BE 555.25 <50G sb we hoes hab ees 3,756,186 3,888,325 | 2,044,559 2,164,293 
Of which :— | 
DEMUR: <s.c05n600bes 00 265,481 367,408 170,033 307,133 
SO a i's o'n5 5. eNweaeCiew's 275,642 387,339 | 210,382 229,444 
ee eer fee 1,242,413 | 943,227 | 348,914 | 508,583 


the deciding factor which persuaded the Argentine authorities 
to agree to the wheat contract. This, no doubt, is something of 
an exaggeration. Exports of heavy chemicals have been restricted 
owing to the coal shortage, for one ton of caustic soda requires 
about one and a half tons of coal. Moreover, there is a world 
shortage of sodium carbonates due partially to the dislocation of 
German and Belgium production. 

The British Government has shown itself reluctant to direct 
exports to a particular area, though it has doubtless provided 
guidance to exporters. Such advice should, and doubtless does, 
acknowledge the importance. of ensuring that long-established 
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markets are kept as well supplied as possible and that the demands 
of customers which have something to sell in return are not. But 
lacking an export surplus of coal to use as a bargaining weapon, 
the Government must be sorely tempted to use any exportable 
commodity for securing adequate imports of foodstuffs and raw 
materials. 

* *x * 


Repaying TDRs 


The banks, in these days, have certainly no reason to com- 
plain about the flexibility of their assets structures. In 1945, 
before the abnormal expansion of bank deposits began, there were 
many grumbles about the preponderance of the relatively inflex- 
ible Treasury deposit receipt, which at once time accounted for 
over 41 per cent of bank resources, while the most flexible earning 
assets—bills and call money—stood at 7 per cent or less. Now, 
despite the huge creation of new deposits against Government 
borrowing, and despite the big expansion in bank investment port- 
folios, the growth of money market assets has more than kept 
pace with that of total bank resources. In the middle of January, 
money market assets reached the huge total of £1,052 million— 
nearly £10 million above the record level of end-December. They 
now represent 18.7 per cent of deposits, the highest ratio since 
1940 and roughly equivalent to the average for the year 1938. 
Meanwhile, despite the increase in official borrowing on Treasury 
deposit receipts in the second half of last year, the TDR ratio now 
stands at only 27.8 per cent. 

These tendencies, moreover, are likely to be further accentuated 
in the coming weeks. Not only is the Treasury deposit receipt 
still regarded as the variable element in floating debt, but the 
authorities seem to be taking every opportunity to increase the 
proportion of tender Treasury bills. Thus in the past five weeks 
the main impact of the seasonal decline in floating debt has fallen 
upon Treasury deposit receipts, the total of which will by the 
end of this week have been reduced by nearly £90 million, 
whereas the tender issue of Treasury bills will be only £15 million 
below the record level of £2,150 million reached early this year. 
In the corresponding period of last year the reduction in debt was 
more evenly divided between the two elements, and in the first 
nine weeks of the year the whole £130 million of tender bills 
seasonally created in the previous autumn was allowed to run off. 
Last autumn, despite the interruption of the seasonal pattern by 
the launching of the tap loan, an additional £200 million of tender 
bills were created, the largest autumn increase yet made. 

But, despite this abnormally large expansion, and despite the 
stronger seasonal influences of the Budget in this current 
“ revenue ” quarter, there is a chance that this time some of the 
bills may remain outstanding. Next week nominal maturities of 
TDRs will be large, so that a fresh TDR issue is inevitable ; but, 
instead of arranging for the whole of its finance by this means, 
the Treasury raised the offering of bills for yesterday’s tender to 
£170 million, or £10 million more than the nominal maturities. 
The bankers’ pleas for more flexibility in their liquid assets struc- 
ture have certainly not gone unheeded. 


x * * 


A 91-Day Treasury Bill ? 


Since the authorities have obviously been at such pains to 
ensure an ample supply of these most liquid assets, it is to be hoped 
that steps will also be taken to ensure a more even flow of maturities 
than has been available in the past. One of the consequences of 
the abandonment of window-dressing and of the adoption of the 
principle of a stable day-to-day cash ratio is that the banks need, 
more than ever, a substantial volume of bills maturing on every 
working day. This, however, is at present an unattainable ideal 
because Treasury bills have retained the form originally adopted in 
1877 when, on Bagehot’s advice, they were modelled on the com- 
mercial bill. The life of a Treasury bill is always expressed in 
calendar months (though without days of grace), so that, unless 
any given three-month period contains exactly thirteen weeks— 
i.e. 91 days—there can be bill maturities on only five days out of 
the six, because there is naturally no, issue of bills on a Sunday. 
The incidence of the calendar thus produces many Mondays in 
each year in which there are no Treasury bill maturities, just as 
there are normally no maturities on the last day of each year 
(because September has only thirty days) or on the last three 
days of May. Other anomalies arise from the incidence of public 
holidays—on which, of course, no bills are issued. 

From time to time various means have been suggested of the way 
in which this odd situation could be corrected. A few weeks ago 
attention was again drawn to the matter by a suggestion in The 
Banker that it was time that the impact of the vagaries of the calen- 
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The word ‘ dollar’ is a corruption of the German ‘Joachims- 
thaler’ or ‘ thaler,’ the name given in the 16th century to coins 
from the silver mine of Joachimsthal in Bohemia. 





For many years Barclays Bank have fostered the growth 
of Anglo-American trade by providing a comprehensive 
foreign banking service re-inforced by the establishment 
of a Representative’s Office in New York. Today, when the 
expansion of our export trade is vitally important, Barclays 
Bank offer a complete foreign service, together with such 
other banking facilities as customers may require. 


BARCLAYS BANK 


LIMITED 
54 LOMBARD STREET, LONDON, E.C.;3. 
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NARRATIVE ARITHMETIC 


So involved do the social and political effects of 
economic policies and practices become that the 
necessity of working out arithmetical sums in 
narrative form is forced upon all of us. THE 
BANKER makes no apology for doing it again in 
argument which refuses to be side-tracked on 
subjects of considerable moment. In the February 
issue we have: 


“BANKERS AND CHEAP MONEY” 


in which previous explorations ate brought up to 
date and previous contentions confirmed. 


By Victor Morgan, Professor of Economics, at 
Swansea, an article looking towards 


“A RATIONAL PLAN FOR WAGES” 


shows the ratio of theory to practice in a new light 
and performs a very salutary mind-clearing. 


Also in this issue are: 

“THE COST OF GERMANY ” 
“IRISH BANKING CONTROVERSIES ” 
“INDIA’S STERLING BALANCES ” 
“THE BANKS IN 1946” 
etc., etc. 


BANKER 


for February 


On sale now, 2s. 6d. per copy. Order from your newsagent 
or from the Publisher, 72, Coleman Street, London, E.C.2 
(Annual Subscription £1 5s. 0d. post free). 
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February 


“Towards the end of February we are so busy handling 
documents relating to fish shipments that our Depart- 
ment might almost be part of Billingsgate itself”. So writes 
an official of the Overseas branch of the Midland Bank 


at 122 Old Broad Street, London. Every month ship- 


ments are financed by credits arranged through London, 
but exceptional activity during this month arises from 
European countries preparing to import fish from 
Newfoundland and Northern waters for consumption in 
Lent. The business of the Bank’s foreign branches 
in Birmingham, Bradford, Liverpool and Manchester 
similarly reflects interesting seasonal variations in the 


flow of goods through the world’s markets, 


MIDLAND BANK LIMITED 
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. dar upon the money: market should be ironed out .by the expedient 
‘of ‘prescribing ¢ach week a Treasury bitl adapted tu the needs of 
each three-months period in. question. Most of the .anomalies 
would, in fact, be removed by adopting simply a 91-day life as 
standard for all tender Treasury bills. The suggestion has. been 
actively discussed in money market aiid banking circles recently 
and appears-to be attracting a good -deai of support... After the 
experience of the greater jerkiness which the new ¢ash satio tech- 
nique of the banks has. produced in the short loan “market, even 
the more conservative members of the market seem likely soon to 
sink any prejudices. they may have against a change in traditional 
practice—for this particular change can only make for smoother 
running of the credit. machine as a whole and for the particular 
convenience of the discount market. 


x ‘ * * 


Steel Company of Wales 


The announcement by Mr, E. H. Lever, the chairman of 
Richard Thomas and Baldwins, in South Wales on Thursday 
of the formation of the Steel Company. of Wales, marks an 
important new Stage in the development of the South Wales 
steel strip and tin. plate industry. The new company is the 
‘logical outcome of the modernisation schemes submitted by the 
Iron and Steel Federation to the Ministry of Supply last summer 
‘and of the recent. announcement by the leading steel and tinplate 
companies concerned of their intended amalgamation. The whole 
project, however, has still to be approved by the Steel Board. 

It is proposed that the Steel Company of Wales should take 
over the Port Talbot and Margam works of Guest Keen Baldwins 
Iron and Steel Company (these will form the basis of the hot 
strip plants), the old type tinplate works of Richard Thomas and 
of Llanelly Associated Tinplate Companies and the Newport 
sheet works of John Lysaght. The Ebbw Vale plant of Richard 
Thomas and Baldwins stays outside the scheme. Cold reduc- 
tion mills will be erected, one in the Swansea district and one 
in the Llanelly district. This is in accordance with the Govern- 
ment’s. policy—which was also implicit-in. the Iron and Steel 
Federation’s plan—of causing. the minimum dislocation of 
Jabour by bringing work to within travelling distance of the 
workers’ homes. . A third cold reduction plant will-be put down 
at. Newport or Port Talbot. If, in fact, it is installed at Port Talbot, 
it might conceivably be put alongside the hot strip mill—which is 
to be expanded—with an economy in transport. The hand mills 
belonging to the companies will be retained by the new company 
for use as marginal capacity and for special produots. 

Assets taken over from the constituent companies by the Steel 
Company of Wales will be assessed by-an independent valuer. 
It is understood. that the scheme will require some £50 million 
of new money—a considerable increase on the £35 million 
estimate which appeared in the Federation’s plan last year It 
has yet to be decided how the money is to be raised, and in 
what proportions it will be held by the interested companies. 
Mr. Lever referred, in his address, to looking “ hopefully to the 
Treasury ” and it may be that assistance from the Industrial 
Finance Corporation may be necessary. 

If the scheme goes forward—it will take 4 to 4} years to get the 
plant into operation on the most optimistic assumptions—South 
Wales steel sheet capaaity will be expanded to produce a wider steel 
sheet at a rate of production considerably above that achieved 
at Ebbw Vale. The new capacity will be oil fired, and some 
American plant is absolutely essential for the project. The im- 
mediate placing of orders in America for key plant while the 
American manufacturers still have capacity to fufil orders will 
clearly be necessary if the timetable is to be achieved. 


* * wir 


Freer Silver Market 


A further step towards the complete freeing of the London 
silver market was taken last Monday when Bank of‘ England 
control of the price at which silver could be sold to authorised 
users disappeared. The event was signalised by a fall in the fixed 
price from 553d. at which it had stood since last August, to 44d. 
per ounce. The price at which silver has been fixed since last 
Monday corresponds to the New York parity, taking the free New 
York price of 70} cents and allowing for shipping costs to Britain. 
Henceforth, London bullion brokers will be allowed to buy .the 
silver required to satisfy the needs of authorised users (industrial 
users and manufacturers of silver ware for export) in the cheapest 
available market, and the London price will thus vary with the 
lowest quotation from the available sources of supply. London 


- London - bullion brokers. 


- to authorised users remains. 


‘silver here or shipping it to India. 
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brokers will b¢ provided with, the necessary foreign ,exchange: to 


. finance their: purchases, subject-to. certain restrictions—namely. that 


the silver is required for authorised purposes and that it is. bejng 
bought in the cheapest market. Last November the Bank of Eng- 
Jand withdrew from the market as an active operator and left the 
responsibility for purchasing silver to the approved firms’ of 
These firms: then bought on a fairly 
large scale in New York with a view to satisfying the authorised 


domestic demand at the then fixed price of 553d: After. thes: 


private. purchases had been made, the silver price in New York 
broke sharply from around 90 cents to 70% cents per fine’ ounce, 
The London price should have followed this movement itmme- 
diately and would have done so°had it not been for the virtual 
assurance that had been given to-the London market,’ that. it 


. would: be allowed to reseli the metal imported from the United 
States at the then official price. 


For. a time, therefore, authorised 
users of silver in Britain have been compelled to pay more than 
the New York parity for their metal. Now that this rather 
expensively acquired silver has been reduced to small proportions, 
consumers are at last being given the benefit of the fall in the 


dollar price of the metal.and arrangements have no doubt been 
. made to take care of the residuary loss. 


.The adjustment of the London price to the lowest effective 
overseas parity is, however; no more than a small step towards 
ihe restoration of a really free market. The restriction of ‘sales 
Other users: of silver—for example, 
the jewellery trade in respect of the manufacture of articles: for 


-the domestic market—will still have to satisfy .themselves from 


the’ supplies of “free silver” which, in the main, are fed by 
melted scrap and metal emerging from domestic hoards. The 
free silver price continues.to move closely with the Bombay parity, 
since holders in London have the option: of selling .it as free 
Nor do the new arrangements 
tor fixing the price affect the arrangements by which dealers are 
authorised by the Bank: of England to buy silver in certain’ coun- 


‘tries for sale in other countries. The time is, therefore, still ‘far 


distant when the silver quotations even in one market are unified; 
the return to a single world price for the metal is more distant still. 


* : * * 


Polish Labour for Wool 


The National Association of unions in the textile trade have 
agreed this week to the employment of Polish labour in the ‘wool 
textile industry, on certain conditions, which appear to be .reason- 
able—or at least understandable. All Polish labour is to be 
recruited .through the Ministry of Labour and all the condisions 
of Union agreements are to be fully observed. 

This attitude on the part of the woollen trade unions is com- 
mendable if rather belated. The number of persons employed 
in the woollen and worsted industry in Jume, 1945, was 129,800. 
This figure increased to 159,700 by November, 1946, but it was 
still. 47,900 less than in June; 1939. An ample stock of wool is 
held in this country, although some of the finer types are in-short 
supply. The problems of the moment are to ensure sufficient 
fuel to keep the mills going and sufficient new labour. to enable 
the industry to expand its scale of production. Reports from 
Yorkshire give accounts of mills closing down or running only 
for a part of the week. It would be most regrettable if, at the 
moment when Polish labour was about to be recruited, the wool 
textile industry had insufficient fuel to keep its present labour force 
fully occupied. 

* * *x 


Resistance to Cheaper Money 


Evidence of the growing resistance to cheaper money con- 
tinues to accumulate. In the early weeks of this year seasonal 
forces have neutralised the upward impetus of the volume . of 
money—but .only just. On January 1 5th—the new-style monthly 
statement of the clearing banks this time falls at mid-month, be- 
cause New Year’s Day was a Wednesday—“ gross ” bank deposits 
dropped by £56 million, their first decliné since last February. 
But this movement was wholly due to the usual deflation of items 
in course of collection after the turn of the year, so that true 
deposits are {1.2 million higher than at the year-end, at £5,439.9 
million. This fractional increase compares with an average rate 
of growth of well over £90 million per’ month since last March, 
but contrasts with declines of £73 million and £40 million in the 
similar month of 1946 and 1945 respectively. Thus the steep 
decline in Exchequer expenditure, by comparison with last year, 
has had no visible effect upon the banking position. In the first 
eighteen days of January there was an “ordinary ” surplus of £90} 


See Ons 


set wa kate: S 


hs, 
the 
en 


ive 
rds 
les 
yle, 
for 
om 


ity, 
ree 
nts 
are 
an- 
far 


ill 


ave 
rool 
on- 

be 


ymn- 
ved 


was 
yl is 
hort 
ient 
able 
rom 
only 

the 
vool 
orce 


con- 
onal 
2 of 
ithly 
_ be- 
Osits 
lary. 
tems 
true 
139.9 
rate 
arch, 
1 the 
steep 
year, 
first 
{£90} 


& 
a 
5 





THE ECONOMIST, February 8, 1947 


million, compared with £19} million a year previously. Rather 
more ihan. half this surplus was. absorbed by “ below-line” ex- 
penditure and net repayments of tax reserve certificates. On the 
other hand, nearly £100 millon of finance was ostensibly provided 
by large and small savings and drafts upon the North American 
credits. 

At first glance this disparity between the movement of net 
Exchequer. outgoings and of bank deposits appears to be recon- 
ciled by the repayment of the unconverted portion of the Local 
Loans, but it can surely be taken for granted that a proportion 
of the maturing stock was already in official hands, so that, to this 
extent, redemption involved nothing more than a cross-entry in 
the departmental books. If the figures for early January are joined 
10 those for the previous three months—discussed in these 
columns three weeks ago—thereby eliminating the distorting 
effects of the Locals repayment, the conclusion still must ‘be that 
in this period upwards of £250 million of money has been created 
which cannot be accounted for by the visible requirements of 
Government or industry’s direct demands for bank credit. This 
calculation, moreover, assumes that in the 3} months the Govern- 
ment secured only £100 million of effective finance from external 
sources, whereas over £150 million was actually drawn on the 
American credits. It is very evident that, despite the demand 


‘for dated stocks, the public still has a very large appetite for liquid 


cash. 

Markeiwise, an even more striking pointer to the investor’s 
mood is the result of the recent local authority conversion opera- 
tions. The success of the Ayr issue four weeks ago, when the 
2} per cent, 1970-75 stock at par was fully subscribed, suggested 
that these terms had become quite.firmly established for Corpora- 
tion issues. And the new fillip to the demand for dated stocks 
which has been given by the bankers’ speeches might have been 
expected to consolidate the position. Yet this week the Hastings, 
Ipswich and Southampton issues, offered on the same terms, all 
closed with 30. per cent or more to be taken up by the usual official 
underwriter. A 28-year life to final redemption is admittcely 
long, but, in view of the shortage of dated stocks, it was hardly 
10 be expected that investors would be so selective. It seems that 
recent questionings about the future of cheap money have under- 
linéd the value, not only of a date, but of one in the relatively 
near future. ’ 

* * * 


Linseed Oil and Substitutes 


_. The sudden increase in the price of linseed oil, briefly noted 
in last week’s issue of The Economist, has caused great concern 
1© paint manufacturers. There is no complete substitute for lin- 
seed oil, although a number of materials have been developed 
which can be used with linseed oil so as to stretch its supply. 
These include an aromatic petcoleum extract, obtained from the 
refining of lubricating oil, which is relatively cheap, and which is 
availabie in adequate quantity. Its use is limited, however, since 
it can only be substituted to the extent of one part to three of 
linseed oil. 

Last week Lewis Berger and Sons, the paint manufacturing 
concern, announced that they had successfully evolved a substance 
known as styrene co-polymer, a plastic base for which the claim 
is made that it can be used to ceduce the consumption of linseed 
oil in paints by 40 per cent or more. Styrene itself is in free 
supply but the principal source is the United States ; it provides 
a substitute for linseed oil, that is, only at the expense of dollars. 
During the war the Germans developed thio-cyanates as synthetic 
substitutes, but their commercial application is doubtful since they 
are based on a dangerous poison which is harmful to touch. 
De-hydrated castor-oil and varicus fish-oils have also been used in 
certain paints. 

But the problem of finding a complete substitute for linseed 
oil still remains. The question is impcrtant not merely because of 
the present high price for linseed oil but also because the ex- 
portable supplies are concentrated in a few countries, the chief of 
which is Argentina. It is fairly certain that the recent British 
purchase of 100,000 tons of linseed oil on behalf of the Inter- 
national Emergency Food Council conceded the price demanded 
by the Argentine negotiators, who held that the price was “ sub- 
Stanuated” by an estimate of a lower prospective output for 
1946-47. The price actually paid would have eng uraged produc- 
ion and assisted the long-term supply of linseed. But in fact the 
Argentine Government last November reduced the buying price 
of No. 2 grade flaxseed from 35 pesos to 30 pesos per I00 kiio- 
grams. Thus the price obtained by Argentina for linseed oil on 
the world market bears little or no relation to the return allowed 
10 flax producers in that country. Only the Argentine Govern- 
MeNt, it seems, is to exploit the seller’s market. 


: 257 


The US Department of Agriculture has estimated, the world 
production of linseed for 1946 at. 132.3 million bushels compared 
with 135.1 million bushels for 1945, and an average 136.8 million 
bushels for 1935-39. The decline has been due mainly to reduced 
output in the United States and India which has been partially 
offset by increased production in Canada and South America. 
The Argentine Government’s first official estimate foc linseed 
acreage in 1946 was 5,036,000 acres, compared with 4,558,000 
acres in 1945 and an average for 1936-40 of 6,909,000 acres. It 
would appear that Argentina should have large supplies of linseed 
and oil available, for neither has been used locally as fuel since early 
1945. Yet the Government seems determined to take advantage 
of the world shortage of fats and oils and obtain the highest 
poss:b'e price from its purchasers. Such a policy is an »pen 
invitation to consumers to pursue their researches to discover a 
complete substitute if this is technically possible. 


* x * 


International Shipping Conference 


The scope and shape of a permanent international organisa- 
tion for shipping has been under discussion for many months 
on both sides of the Atlantic. This question is bound to inform 
much of the proceedings at the first post-war meeting of the 
International Shipping Conference, which meets in London next 


week when representatives of shipowners will attend from twelve 


maritime countries—Australia, Belgium, Denmark, Finland, 
France, Greece, India, the Netherlands, Norway, New Zealand, 
Sweden, the United States, and the United Kingdom. As the 
Conference has not met since 1928, its main task must be to 
review its-functions in the post-war world. Before the war the 
Conference secured an important measure of agreement on 
regulations governing the safety of life at sea, the use of radio 
frequencies, tonnage measurement and loadline regulations. These 
matters are all due for revision; what is less certain is how 
such agreements can be made effective unless non-members can 
be encouraged to co-operate. Only by Government enforcement 
can internationally-agreed regulations be implemented, and the 
Conference will have to consider how its work can be aligned 
with the international maritime authority which was proposed at 
the last meeting of the United Maritime Consultative Council. 

On the other side of the Atlantic the proposed international 
consultative and advisory shipping organisation 1s being discussed 
by the 15 members of the United Nations Transport and Com- 
munications Commission, which includes other maritime nations . 
such as Brazil, China, Jugoslavia, Poland and South Africa. The 
new organisation is not expected to have any executive powers, but 
it will provide machinery for inter-Governmental co-operation in 
obtaining the universal adoption of maritime regulations and 
standards. Among iits main functions would be the “ removal of 
discrimination and restrictions.” Any success in this direction, 
it may be noted, would depend to a large extent on a distinct 
change in the maritime policies of such nations as the United 
States, Soviet Russia, South Africa and the Argentine. 

It seems likely, therefore, that while the International Shipping’ 
Conference may safely adhere to the United Nations organisa- 
tion as far as technical matters are concerned, its greatest value 
may lie in international co-operation to protect its members from 
the effects of uneconomic subsidies or nationalist shipping policies. 
The success of the various liner conferences and of the Inter- 
national Tanker Pool may well encourage member shipowners to 
work out details of a plan for an international minimum freight 
scheme or some other form of mutual “insurance” in tramp 
shipping. ‘This possibility was already being discussed on the 
outbreak of war, and the Policy Report of the General Council of 
British Shipping in September, 1944, urged that “any system to 
prevent tramp freights falling below the cost of efficient operation 
of shipping services must necessarily cover foreign as well as 
British vessels.” No far-reaching conclusions can be reached in 
the first three-day meeting for 19 years, but the question may well 
be delegated to a special committee. The main object of the 
London Conference will be to clarify its status, aims and methods. 


* * x 


The Bondholders’ Fate 


In their 73rd Annual Report, the Council of Foreign Bond- 
holders draw a comparison between the prospects for foreign 
bondholders after the two wars. It is a breath from another 
world to learn that the Council were able to state in their Annual 
Report for 1918 that “the settlement of the external obligations 
of the Central Powers and their Allies will form part of the 
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Peace Treaty and the Council have been assured that the interests 
of the bondholders will be properly protected.” Conditions are 
very different to-day. Indeed, the Council frankly state that no 
marked progress can be recorded towards a resumption of pay- 
ments by any enemy debtors; and they underline the obvious 
fact that the resumption of payments would in any case depend, 
particularly during the next few years, on an agreed Allied 
policy “which cannot at present be discerned.” Meanwhile, 
they do not pretend to be satisfied with the present indications of 
policy so far as these affect bondholders’ claims. 

Some progress, nevertheless, has been made during the last 
year. It is true that enemy debts represent more than half of 
the total of nearly £500 million of foreign issues which are in 
complete default, and more than half of the remainder is owned 
by countries, including China and Greece, which have suffered 
severely from the ravages cf war. But the Eurepean settlements 
—with Czechoslovakia, Denmark and certain Norwegian muni- 
cipal borrowers—have at any rate been éncouraging. Salvador 
has ended a default which had persisted since 1937; and Siam 
has undertaken to pay off arrears and resume current service 
en the external sterling debt, though this undertaking is at present 
held up because the Government are retaining the necessary 
funds until agreement is reached with the Siamese Government 
on other issues. 

The Report refers to correspondence which the Council has 
been conducting with the International Bank for Reconstruction 
and Development. The Council, very properly, have expressed 
their hope that the Bank, when it is considering applications 
for assistance from countries which are at present in default on 
their external debts, will require assurance that these debtors are 
taking all possible steps to resume payments on their existing 
obligations in negotiations with the bondholders’ representatives. 
This is a general principle which is clearly reasonable. Th: 
Report lends particular point to the principle by noting that 
the Council, cn hearing that the Chilean Government proposed 
to apply to the International Bank for assistance, tock steps to 
remind the Bank of the unredressed grievances of the holders of 
Chilean external bonds. 


* * * 


Anglo-Danish Food Contracts 


The Anglo-Danish food talks have ended, but there has still 
been no announcement of the decisions taken. It appears, how- 
ever, that agreement has been reached about additional supplies of 
butter, bacon and eggs from Denmark, and that the United King- 
dom has been forced to meet the Danes by paying higher prices. 
Publication of the agreement will no doubt be delayed until the 
Danish delegation has reported to its Government. 

Before the war a very high proportion of Denmark’s exports of 
butter, eggs, preserved milk and bacon found their way to the 
British market. The restoration of these supplies has been affected 
by two factors: the condition of Danish dairy farming and the 
question of prices. German occupation did not leave the Danish 
cattle population in such a ravaged condition as was at first ex- 
pected. The total number of dairy cows in 1946 was 1,567,000, 
compared with 1,613,000 in 1939; but milk production declined 
more than proportionately owing to the lack of imported oil cake 
and meal. 

Under the long-term contract signed last summer, the United 
Kingdom was to purchase 43,000 tons of butter plus 90 per cent 
of the exportable surplus over 77,000 tons. Danish exports in 1946 
amounted to 76,500 toms, or 50 per cent of the pre-war level, 
whilst production totalled some 138,000 tons, or 77 per cent of 
the 1935-39 average. This discrepancy was due to the Danes con- 
suming butter instead of margarine during the war. If, therefore, 
larger butter exports are required, it will be necessary to make 
available to Denmark sufficient oils to enable its margarine produc- 
tion to be increased. Denmark’s other markets before the war 
were Germany and, to a much smaller extent, France and Belgium. 
Although future exports to Germany will be restricted, there will 
undoubtedly be increased shipments to other European countries, 
and possibly even to the USSR. The Danish fowl and pig popu- 
lations are about 55 per cent of the pre-war level. It should be 
possible to expand production of both eggs and bacon considerably 
within a relatively short time, so that increased supplies could be 
exported. 

The question of prices is indeed difficult. The United Kingdom 
has to consider not only the desirability of keeping food subsidies 
as low as possible but also the practical limits of paying Denmark 
higher prices than the Dominion producers receive for similar 
commodities. The Danish case is that if agricultural production 
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is to be increased the farmer must be given a fair return for his 
produce. The Ministry of Food contract price of 220s. per cwt. 
for Danish butter is said to be less than 9o per cent of an economic 
price based on production costs ; accordingly the Danish Govern- 
ment is paying an equivalent subsidy to the farmers. But the 
British contract price for Dominion butter is 175s. per cwt. 

The obstacles in the present talks proved not to be insuperable. 
The Danish Government, expecting a trade deficit for 1946 of 
about 1,160 million kr. (or £60 million) must either increase 
Danish exports or reduce imports. If Denmark’s exportable 
surplus of dairy produce is to be increased, however, it may well 
mean that the United Kingdom may be called upon to help in 
supplying oils for margarine production or concentrated cattle 
foods or both. 


x * * 


Welfare in the Brickworks 


It is regrettable and perplexing that the report of Sir Wilfrid 
Garreti’s committee oi amenities in the brick industry—which 
was appointed nearly a year ago and completed its work last 
August—should have taken six months to make its appearance. 
No time should now be lost in giving effect to its recommenda- 
tions for modernisation and improvement, so that the industry 
as a whole can be brought up to the standards which have long 
been accepted by other industyies. Modern brickworks, where 
production is on a large-scale, are highly efficient and provide 
good amenities for their workers. But large-scale units, despite the 
trend of recent years, are still not typical of the industry. Of a 
total number of 1,358 works, over 1,000 employ fewer than 50 men, 
and 450 of these employ fewer than 20. 

in these small and usually isolated works, conditions are often 
deplorable, and methods of production antiquated. Elementary 
washing and sanitary requirements, which ought to be taken for 
granted in the 2oth century, are often lacking ; in fact, in many 
respects, this essential industry seems to have been by-passed 
both by the Factories’ Act and by Mr Bevin’s wartime legislation. 
It is not surprising that ex-brick workers have not been anxious to 
return to an occupation which is both arduous and uncongenial. 

The committee makes a number cf recommendations both fox 
increased mechanisation, which would lead to greater production, 
and for improved amenities, which would encourage. recruitment. 
They are surely particularly applicable to conditions in small rural 
brickfields. Increased mechanisation is urged for extracting the raw 
clay and transporting it to the kilns; more modern methods of floor- 
drying, covered tops for semi-continuous and continuous kilns, 
and covered ways from the presses to the kiln mouths are needed. 
Among the welfare recommendations are: modern sanitation; in- 
stallation of wash-basins and showers; shelter huts with facilities 
for drying clothes; issue of protective clothing; provision for 
first aid; canteens in works with more than 50 workers and proper 
messrooms in works employing fewer than that number. 

The committee was precluded from discussing wages and 
terms of employment—thcugh they have a direct bearing on out- 
put and recruitment—nor did they consider in detail the question 
ef incentives to encourage higher production. Presumably, the 
special committee which has been investigating technical effi- 
ciency will report on this point. It may also be relevant to con- 
sider whether it would promote efficiency to reduce the present 
number of small local works and to concentrate production on the 
most efficient units. The answer to this question is not simple, for 
concentration would involve increased transport costs, and disloca- 
tion of labour forces and local building operations. Yet some 
measure of concentration seems desirable if labour is to be utilised 
economically and backward sections of the industry are to be 


properly re-equipped. 


* * * 


Hours and Wages in 1946 


The January issue of the Ministry of Labour Gazette con- 
tains a full statistical analysis of employment, remuneration, hours, 
and working conditions during 1946. Details are given in the 
Records and Statistics supplement to this issue. The most in- 
teresting section of this review deals with wages and hours. By 
the end of December, the level of weekly wage rates was about 
65 per cent above that of September, 1939, and 8 per cent higher 
than at the end of 1945. Hourly wage rates increased by slightly 
more, being 68 to 69 per cent higher than in September, 1939, 
and 10 per cent higher than in December, 1945. The weekly 
increases in wage rates represented nearly £2.8 million and affected 
7,850,000 people. The industries principally involved in these 

(Continued on page 263) 
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LLOYDS BANK 


LIMITED 
Head Office : 71 Lombard Street, London, E.C.3 


Tt |) NATIONAL BANK 


Statement of Accounts 








| LIMITED 
31st December, 1946 MEMBER OF THE LONDON BANKERS’ CLEARING HOU5E 
tain tries is | CAPITAL SUBSCRIBED... ... _ £7,500,000 
| . Te ee ge. sme. oe Sealab aed CAPITAL PAID-UP .... ... ... _ £1,500,000 
n Reserve Fund kc “ae eas 11,500,000 RESERVE FUND... ... .. ae £1,250,000 
f ; Current, Deposit, and cilie Bical ne ses 1,013,925,590 DEPOSITS (31-12-46) £67,394,000 
. Acceptances ; fee ion aed sae 613,989 — = nee 
. Endorsements, Gentaniben and other Obligations 36,699,472 eee naa ee aan acl 
y ASSETS A COMPLETE BANKING SERVICE 
g Cash, in hand, with Bank of England and Reserve SPECIAL DEPARTMENTS FOR FOREIGN 
e Bank of India aoe ise 93,205,404 EXCHANGE, INCOME TAX AND 
om Balances with and Cheques on other Banks i in the : ’ 
© British Isles... ae ‘esa? cee «= 44,574,291 EXECUTOR AND TRUSTEE BUSINESS 
e Money at Call and Short Notice a tee 64,339,500 
a Balances with Banks abroad eee eee 3,519,097 
1 Bills Discounted ... eee aan one oe 118,068,348 HEAD OFFICE: 
“s 
Treasury Deposit Receipts aes eve «ee «=. 274,000,000 
Investments at or under Market Value wee =. 273,788,346 13-17 OLD BROAD STREET, LONDON, E.C.2 
‘a Investments in Subsidiary and Auxiliary Com- AND 14 BRANCHES IN THE METROPOLIS 
ty panies:— Also at LIVERPOOL, MANCHESTER, SALFORD, 
7 The National Bank of Scotland Limited ... 3,319,423 BRISTOL, CARDIFF, SWANSEA, etc. 
Lloyds & National Provincial Foreign Bank 
yo | MRM TT 2h OS cee wes 600,000 IRELAND 
“dd ; Indian Premises Company Limited ne 54,502 | 34 & 35 COLLEGE GREEN, DUBLIN 
n. ‘ Loans and Advances eee owe ne dee 142,645,111 | Branches at BELFAST, CORK, LIMERICK, WATERFORD 
0 4 Other Assets and Accounts ‘ak ao ae 16,263,312 and throughout the country 
t ; Bank Premises al coe 6,858,508 AGENTS AND CORRESPONDENTS ALL OVER THE WORLD 
ul. z Liabilities of Customers Ser dubcieeuibind, &c.... 37,313,461 
ox 3 
n, (o 
it. ; 
al ; 
Ww 3 
r= e 
3, ff 
dd. 
ies & 
‘Or BALANCE SHEET, 3lst DECEMBER, !946. 
yer LIABILITIES. 
AUTHORISED CAPITAL— | SUBSCRIBED AND ISSUED CAPiTAL— 
nd 100,000 Shares of £50 each — ,.. ig ae eee «. = £5,000,000 100,000 Shares of £50 each, £10 paid.. “xe eee eee = £1,000,000 
35,000 Shares of £10 each... me eek $00 on 350,000 30,000 Shares of £10 each £10 paid.. a ee eee 300,000 
ui- —_——--—-— _—_——_— 
ion _£5,350,000 £1,300,000 
he RESERVED SURPLUS FUND ra - sa i ae ace ase mea ae i aa _ pre eee “ae ia dae in 2,200,000 
DIVIDEND payable February and August, 1947, less Income Tax thereon ‘he ase see oad Ae "os aaa iin nas fad re 114,400 
ffi- BALANCE OF PROFIT carried to 1947 ait ; 111,945 
n- “£3,726,3 15 

t CURRENT, DEPOSIT and other AccoUNTS, including provision for Contingencies tie nee —_ é<e “ee a me eee tes wae 54,880,053 
en ACCEPTANCES AND ENGAGEMENTS on account of Customers js nae 1,788,220 
the NOTES IN CIRCULATION i eae as ioe eee on Jee ons ee a ksi uae a ~_ gee ~— 8,162,748 
for £98,597, 366 
ca- ; ASSETS. Sa 

CoN, BANK OF ENGLAND Notes, Nores of other Banks, and Balances with the Bank of England ot ai ad abe ore ane wee £9,830,187 
mie BALANCES with, and CHEQUES in course of Colleetion on, other Banks in the B ritish Isles wah wa we oes =e ae ow os ue ‘ae 57 3 
sod MonryY at Call and Short Notice in London.. Fen — ass oak ee ‘naa ude “ee <i as sah SA 400 ‘etn nae 
BILLS Discounted ... = en ooo 
be TREASURY DEPosIT RECEIPTS > dela 11, 000,000 
BRITISH GOVERNMENT SECURITIES aiaia a0 ae kee wea ‘ie neé uke ai wae see ade ee wae «. «£39,410, 1k 
COLONIAL GOVERNMENT SECURITIES, BRITISH CORPORATION STOCKS, and British RAILWAY DEBENTURE S'POCKS ... pa “od we 4,114,344 
Other Investments.. bes wea eve eee bie ie ot an 2.014, S55 
————— 45,539,310 
ADVANCES to Customers and Other Accounts, less provision for doubtful debts ; 
BANK BUILDINGS (including London Freehold Property) at cost, Jess amount written off 282" 026 
HERITABLE PROPERTY yielding Rent, at cost, Jess amount written off 210,000 
LIABILITY of Customers for Acceptances and Engagements per contra 1,788,220 
; INDUSTRIAL AND COMMERCIAL FINANCR CORPORATION LimMtrED— 
On- ; 190 Shares of £1,000 each, £100 paid . es er 19,000 
urs, 
the 5 PROFIT AND LOSS ACCOUNT. ——_—_—_— 
in- To Dividend at 16 per cent. and Income Tax thereon... _ £208,000) | By Balance at 31st December, 1945 ... £105,533 

e Staff Widows’ Fund pom rete eas aid ate 20,000 » Net Protit for 1946, after making an appropriation to ¢ ‘ontinge nt 

y » Deferred Repairs Account... aoe ses ae a 20,000 Fund out of whieh full provision has been made for all Bad 
yout Superannuation and Allow ances Fund 2 bo she a 50.000 and Doubtful Debts. (The total of Directors’ Fees and e 

} » Reserved Surplus Fund... ae zen see ae bab Hoon | Allowances paid js £8,562.) ... ou wae ase one 354,412 
sher Balance to 1947... ie ade oH im ae ae 111,945 | ee — 

1 Lk HAROLD E. YARROW, Director Bees ft 
htly pe cae. | ROBERT L. ANGUS, Director apeoeren 
939: J. J, CAMPBELL, General Manager, : A. S. MACHARG, Director =e 
ekly AUDITORS’ CERTIFICATE AND REPORT. 
cted We have to report to the Shareholders that we bave examined the Books and Accounts of Tux CLYPRSDALe Bank Limrren, at Sist December, 1946, and that we have aleo examined the Securities 

representing the Investments of the Bank, and the Treasury Deposit Receipts, and have verified the Balances with the Bank of England and the Bills Discounted and Cash Balances in Glas sgow (Head Office), 
hese in London (City Office), and in Edinburgh (Chief Ofiee). We have obtained all the information and e xplanations we have re: “quired, and, in our opinion, the foregoing Balance Sheet is properly drawn up #0 


. pe: or a true and correct, view of the state of the Bauk’'s affairs according to the best of our information and the expianations given to us, and as shown by the Books of the Bank. 


an . WM. MILLER, €.A., Auditor. 
th Jennarg, 1947. R. G. SIMPBON, C.A., Auditor. 
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THE CLYDESDALE BANK LIMITED 


RECORD FIGURES 
SIR HAROLD YARROW ON THE OUTLOOK 


The rogth general meeting of the Clydes- 
dale Bank Limited was held at the head 
office, Glasgow, on the $th instant 

Sir Harold E. Yarrow, Bt., C.B.E., the 
chairman, in the course of his speech said: 

Our Balance Sheet totals are now 
£98,557,366, and constitute an easy record 
in the history of the Bank. The large in- 
crease is attributable mainly to the unpre- 
cedented rise of £15,643,589, in Current, 
Deposit and other Accounts with Credit 
Balances, which now stand at £84,880,053. 
This rise is a reflex of Bank Deposits in 
general, and our -figures disclose that we 
have participated in no small measure. 
‘There would appear to be a marked ten- 
dency on the part of the public te retain 
a larger proportion of their resources in the 
form of Bank Deposits rather than accept 
the meagre return now obtainable on invest- 
ments and run the risk of capital loss. 

Our Acceptances and Engagements on 
account of customers, at £1,788,220, show 
a welcome expansion of over £800,000. The 
Note Circulation of the Bank has increased 
during the year by £889,204, and now stands 
at the record but the rather disturbing fig- 
ure of £8,162,748, which compares with the 
pre-war total of £3,013,187. 


EXTREME LIQUIDITY 


A position of extreme liquidity is dis- 
closed. Cash, balances with the Bank of 
England and other banks, cheques in course 
of collection, and money at call and short 
notice total £28,130,360, while in addition 
we hold £11,000,000 of Treasury deposit 
receipts with an average maturity date of 
three months. These liquid resources, 
amounting in all to over £39,000,000, rep- 
resent about 42 per cent. of our deposits and 
notes in circulation. Our investments, at 
£45.539,310, record a moderate rise on the 
year of £2,114,053, and due to the substan- 
tial appreciation in Gilt-edged Securities, the 
market value is considerably in excess of the 
figure at which they appear in the balance 
sheet. 

Advances to customers show an increase 
this year of £1,168,725, and while we should 
prefer to see this item standing at a much 
higher level, it is satisfactory to note the 
upward movement. Our resources place us 
in a favourable position to meet the demands 
of expanding industry, and no applications 
for advances which are at all reasonable will 
be declined. 


DIVIDEND OF 16 PER CENT. 


The profit for the year amounts to 
£354,412, and shows an increase as compared 
with the previous year of £11,384, which 
I am sure you will regard as satisfactory. 
Adding to the profit the balance of £105,533 
carried forward from 1945, there is a total 
of £459,945, and the Directors recommend 
the following appropriations, viz.: in pay- 
ment of a dividend of 16 per cent. per 
annum, £208,000; to Staff Widows’ Fund, 
£20,000; to Deferred Repairs Account, 
£20,000; to Superannuation and Allowances 
Fund, £50,000; to Reserve Surplus Fund, 
£50,000 ; leaving £111,945 to be carried for- 
ward to 1947. The proposed allocation of 
£20,000 to the Staff Widows’ Fund is, of 
course, ig addition to the annual contribution 
of £9,000 presently made by the Bank. 


NEED FOR INCREASED PRODUCTION 


That the country is enjoying full employ- 
ment at the present time is reflected in the 
volume of business undertaken by the Bank 
last year, but it is necessary to keep in mind 
that, due to the present world shortage of 
goods, we are operating in a seller’s market. 
This state of. affairs will come to an end 


sooner or later, perhaps sooner than we like 
to believe, and we shall then be faced with 
serious competition from abroad. Many 
countries, which hitherto have been ready 
purchasers of our goods, will in the years 
ahead manufacture all they can in their own 
countries. Customers of yesterday will be 
competitors tomorrow. 

Only by increasing production per head 
of the population, in spite of the shorter 
working week now general in so many in- 
dustries, by enjoying a freedom from labour 
disputes and by maintaining the most modern 
and up-to-date plant in our various indus- 


‘ tries, will it be possible for us to hold our 


own in world trade? At the present time, 
when there is plenty of work for everyone, 
it is easy to forget that less happy conditions 
can exist, but there can be no doubt that as 
soon as the abnormal demand foi goods has 
been satisfied, we sHall be confronted with 
some very grave problems. 

At home, the Government’s policy of 
nationalisation is bound to affect our future 
prospects one way or the other. It has yet 
to be proved that the nation will enjoy 
better services without increase in cost, or 
the same services at a lower cost, for this 
will be the test as to whether this far-reach- 
ing change in administration is in the national 
interest. 

Apart altogether from the merits or de- 
merits of nationalisation, how is Scotland 
likely to be affected? In past years we have 
seen that administration from London has 
operated in many instances to the disadvan- 
tage of Scotland, and with the extension of 
control it seems probable that our position 
will be still further adversely affected. Al- 
though regional boards will be set up in 
different parts of the country, virtual control 
will continue to be administered from Lon- 
don. 


VITAL EXPORT TRADE 


It may be thought that in drawing atten- 
tion to the dangers ahead I am taking a 
somewhat gloomy view of our future pros- 
pects, but it serves no good purpose to shut 
our eyes to economic facts and to live, as 
I think many of us are doing at the present 
time, under a false sense of security. The 
skill and enterprise of our people are well 
known, and we enjoy a good name through- 
out the world for giving a straight deal in 
our business transactions, but these advan- 
tages are not enough unless we can produce 
more goods at reasonable prices, thus increas- 
ing our vital export trade and securing for 
the future our share of overseas markets. 
This can be achieved only if everyone is 
prepared to work, and to work with a will. 

The Clydesdale Bank, as well as the other 
Scottish Banks, will certainly do their utmost 
to promote industrial development and agri- 
culture in Scotland, and will co-operate with 
any organisation, whether it is nationalised 
or otherwise, to support any scheme which 
will be to the benefit of the country. 


HELP FOR SMALL TRADERS 


I am glad to say that this Bank has given 
financial assistance to a large number of 
small traders, involving somewhat greater 
risk than banking prudence normally dictates. 
The Board feel that every possible en- 
couragement should be given to them to 
resume business or embark on new enter- 
prises. 

So far as agriculture is concerned, we have 
a large number of farmers’ accounts. and we 
value this connection very highly and do all 
we can to assist farmers in their present drive 
to increase the food supplies of this country, 
so vital at the present time. 

The report was adopted. 
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.. LAW DEBENTURE 
CORPORATION, LIMITED 


INCREASED REVENUE 


The fifty-seventh ordinary general meeting 
of the Law Debenture Corporation, Limited, 
was held on the 31st ultimo, at Winchester 
House, Old Broad Street, London, E.C. 


Mr Robert R. J. Turner, O.B.E., a director 
of the company, who presided, said :—My 
colleagues have appointed me acting chairman 
of the corporation in the absence of Lord 
Greenwood, who has recently sailed on 4 
business mission to South Africa, and before 
he left he asked me to convey to you his 
apologies and regret at being unable to 
address you today when the accounts are 
submitted for the first time since our capital 
reorganisation scheme became effective from 
January 1, 1946. 


14 PER CENT. ON HIGHER CAPITAL 


Before calling your attention to the changes 
necessitated by that scheme, I will refer to the 
accounts for the past year, for which we are 
proposing again to pay a total dividend of 14 
per cent. but on the increased Ordinary share 
capital, 

The balance sheet and the profit and loss 
account figures for the year 1945 are printed 
in italics, but have been adjusted to enable 
comparison to be made with those for 1946, 
now under review. 


Taking first the profit and loss account, in- 
terest and dividends at £80,327 gross are 
higher by £11,325 than in 1945. 


This large increase—over 16 per cent.—is 
accounted for under three heads; first, as to 
£6,500 earned on the securities held at 
December 31, 1945, in the Ordinary Share- 
holders Dividend Fund, which under’ the 
capital scheme are now merged with the in- 
vestments of the corporation ; secondly, as to 
£3,300 arrears of interest accrued during the 
war years on 14 separate securities in out 
portfolic, and lastly, as to £1,500 from addi- 
tional investment interest earned in 1946. 


The next item—Commissions and Fees, 
£4,322—an increase of £1,582 over 1945—is 
a satisfactory indication of our participation 
in the expansion of business which has been 
so marked a feature of the past year. 


Fees as trustees, £40,550, are £989 higher 
than the previous year, due to receipt of 
arrears of fees from companies which, during 
the war, were unable to remit the amounts 
owing. 


PROFIT ON REALISATIONS 


Profit on realisation of securities is £5,362 
This compares with a loss of £2,178 in 1945. 
To some extent this substantial profit has 
arisen from the redemption of securities in 
respect of which provision for depreciation 
in former years had been made out of profits 
of those years. 


With a small addition for transfer fees the 
total of £130,607 on the credit side of profit 
and loss account compares with £111,331, 
or £19,276 more than 1945. 


Now let me refer briefly to our capital re- 
organisation scheme, which was sanctioned 
in the early part of last year. Upon the pass- 
ing of the resolutions the directors were 
authorised to capitalise £148,000 of the 
general reserve fund and to allot that amount 
in the form of Ordinary shares to the holders 
of the Founders’ shares. 


The latter shares were at the same time 
converted into 2,000 Ordinary shares of £1 
each fully paid, making a total addition of 
£150,000 to the Ordinary share capital. The 
then outstanding total of 450,000 Ordinary 
shares of £1 each were converted into stock 
transferable in units of £1. These trans- 
actions were duly carried out. 


The report was adopted. 
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JUTE INDUSTRIES, LIMITED 
CONTRACTS FOR NEW MACHINERY 
MR. J. ERNEST COX’S STATEMENT 


‘The twenty-sixth annual general meeting 
of Jute Industries, Limited, will be held, on 
the 13th instant, in the board room of the 
Association of Jute Spinners and Manufac- 
turers, 5, Cowgate, Dundee. 


The following, is the statement by. the 
chairman (Mr. J, Ernest Cox), which was 
circulated with the. report and accounts for 
the year ended September 30, 1946:— 


‘It is my sad duty to refer to the death, on 
August 22nd, of our esteemed vice-chairman. 
Mr.:T. H. H: Walker’s entire business. life 
was spent in the industry, to which he 
brought to bear a sound judgment, combined 
with a genial disposition. His absence from 
our deliberations will be much missed. Mr 
H. Giles Walker has been appointed vice- 
chairman in his place. 


‘Three new directors—Mr W. G. N. 
Walker, Mr R. S. Walker and Mr James 
Strichan—have been appointed. ‘The first 
two’ entered the business in 1927, and but 
for their war service, would have been 
offeted seats on the board before now. Mr 
Strachan has-been with us for 31 years, and 
was head of our costing department. 


The profit; after making’ provision for 
taxation, is £168,937, compared with £137,885 
Jast' year. Production was somewhat higher, 
but there has been, and still is, a considerable 
shortage of operatives. On account of the 
number of new concerns which have: been 
attracted to this district, competition for 
labour will be acute for many years to come. 


FIVE-DAY WEEK 


_ In view of the recent reductions in work- 
ing hours, accepted in the engineering indus- 
try, in the cotton, wool and other textile 
trades, the jute trade has agreed to adopt, 
as from January 8th, a 45-hour working week 
of five days, with Saturday free, but with 
pay as for the former 48 hours. Whatever 
can be said, in theory, regarding the merits 
of this departure, we feel compelled to state 
that, in our opinion, the time is ill-chosen for 
such a step, involving, as it must, a drop in 
production and a serious increase in manu- 
facturing costs. It is only fair to say that, in 
return, the trades unions concerned have 
agreed to do all they can to reduce ab- 
senteeism, and have promised not to put 
difficulties in the way of new methods de- 
signed to improve the output per operative. 


Your directors are convinced that the only 
means by which production can be materially 
increased is by the further installation of 
modern and labour-saving machinery in both 
the. spinning and weaving sections of the 
trade. We were one of the original pioneers 
in introducing automatic doffing high speed 
spinning frames, as long ago as 1930. We 
were also the only firm in Dundee to equip 
a mill with sliver spinning machinery before 
1939. Today a large proportion of our fine 
and ‘medium yarns is produced on modern 
machinery, and as I told you last year, our 
scheme of modernisation, but for the war, 


a have been even further advanced than 
it is, 


Provisional contracts have been placed for 
some {400,000 of machinery for delivery in 
1947, 1948 and 1949, to which must be added 


expendéiure of erection, and alteration to 
buildings. The installation of this machinery, 
is vital if we'are to meet the labour. problem, 
and to kéep’ our cost of production ata 
reasonable level. 


Modern machinery by itself will not, how- 
ever, attract labour unless it is accompanied 
by the appointment of personnel and training 
officers, the provision of canteens, accommo- 
dation for clothing, and other amenities, all 
of which entail considerable expenditure. 


INCREASED DIVIDEND 


This leads up to the question of . the 
application of the year’s profits, and in spite 


of the large sums required for modernisation, . 


your. directors feel that stockholders are 
entitled to participate in the increased profit 
and accordingly recommend a dividend on 
the Preference stock at the rate of .7 per cent. 
in place of the 6 per cent. paid: last year. 
Out of the profit we have placed £60,090 to 
depreciation. and obsolescence and. £50,000 
to reconstruction, of buildings and modernisa- 
tion of plant; the carry-forward has been 
increased by £1,100. 


In the -balance-sheet, I would direct your 
attention to the increase in the amount for 
plant and machinery,’ which is due to the 
installation of the spinning. machinery to 
which I referred last year. The investments 
in Government securities made in response to 
the appeal for support for the war effort have 


been sold and the profit added to investment 
reserve. ; 


PRICE AND SUPPLIES 


The Jute Control is still in operation and 
prices are regulated by it. Recently the price 
of jute has been advanced by approximately 
£26 per ton, with corresponding advances in 
yarn and cloth prices. Owing to the necessity 
for concentration in India on the production 
of rice, it is likely that our raw material 
will be in short supply. We understand, 
however, that a sufficient quantity has been 
secured to meet the demands of the trade for 
a considerable time. The working party has 
not yet issued its report, which is awaited 
with considerable interest. 


In conclusion, I may say that the profit 
for the first three months of our financial 
year has been maintained, and that our order 
book ‘is well filled. More business could be 
secured if we were able to increase our Jabour 


force, and every possible effort is being made 
to that end, 


LLOYDS BANK LIMITED 


ANNUAL GENERAL MEETING 


_ The eighty-ninth ordinary general meet- 
ing of Lloyds Bank Limited was held on the 
31st ultimo, at the Head Office, 71, Lombard 
Street, London. 


The notice convening the meeting and the 
auditors’ report having been read, the chair- 
man, the Rt. Hon. Lord Balfour of Burleigh, 
D.L., said: that he assumed that the report 
and accounts, which had been circulated, 
would be taken as read and that, as his state- 
ment to members had also been circulated, 
he uid not propose to take up the time of the 
meeting by reading it. 

The report and accounts were adopted and 
the usual business transacted. 

Votes of thanks were passed to the chair- 
man and directors and to the staff. 
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THE NATIONAL BANK — 
LIMITED 
ANNUAL GENERAL MEETING 


The one hundred and twelfth annual 
general. meeting of the proprietors of the 
National Bank Limited was held on the 30th 
ultimo at the Head Office, 13, Oid Broad 
Street, London, E.C. | 

Mr Michael J. Cooke, the chairman, 
presided. 

The secretary read the formal notice con- 
vening the meeting and the report of the 
auditors. 

The. report and accounts, which had been 
previously circulated, were—with the approval 
of the proprietors present—taken as read, 
and the chairman reviewed the figures of the 
balance. sheet and referred to the payment 
of the dividend at the rate-of 10 per cent. per 
annum .and the transfer of £10,000 to both 
the reserve and the premises accounts, which 
left £57,574 carried forward. 

The chairman moved: “That the report 
and balance sheet to 31st December, 1946, be 
adopted by the meeting and entered on the 
minutes.” . 

Sir George F. Murphy, Bt., seconded the 
motion, which was carried unanimously. 

The retiring directors, Rt. Hon. Sir 
Thomas F. Molony, Bt., P.C., Mr Hubert 
Briscoe, and Mr.Edward H. Walpole, were 
re-elected, and the auditors, Messrs Peat; 
Marwick, Mitchell and Company, and Messrs 
Stokes Brothers and Pim, were re-appointed. 


RIO DE JANEIRO FLOUR 
MILLS AND GRANARIES, 
LIMITED 


SATISFACTORY RESULTS 


The sixty-first ordinary general meeting of 
the Rio de Janeiro Flour Mills and Granaries, 
Limited, was held, on the 30th ultimo, in 
London. 

Mr S. C. Sheppard, the chairman, in his 
circulated statement, after referring to the ac- 
counts for the year ended September 30, 1946, 
said that the Board’s recommendation of a 
final dividend of Is. per £1 unit of stock, 
less tax at 9s., making a total dividend for 
the year of 8 per cent., less tax, was amply 
covered and the carry-forward was increased 
by £2,361 to £67,369. 

After referring to the suspension of wheat 
shipments from Argentina during the year, he 
paid tribute to the Brazilian Government for 
their assistance in the emergency which had 
confronted the country’s milling industry. 


He referred to the 1946-47 Argentine wheat 
crops and said that the reports he had were 
of a reassuring nature. 


Regarding the future, the chairman said it 
appeared to be more difficult than ever to 
say much, but he thought that the company 
should have a secure future. The company 
had a good organisation and was in a sound 
and liquid financial position. 

At the meeting the chairman said that a 
cable had just been received from the Rio 
management reading as follows :—“ Hopeful 
of obtaining reasonable supplies of wheat dur- 
ing this calendar year. General trading con- 
ditions continue difficult on account of the 
increasing local cost of production although 
the demand for our products is satisfactory.” 

The report and accounts were adopted. 

At the extraordinary general meeting 
which followed, new articles of association of 
the company were adopted. 


Te 


NOTICES 
a 


A RSISTANT COMMERCIAL MANAGER required, possessing degree 


i Alert mind, sound judgment, initiative 

Quick premotion certain.—Box 420. 
VONERAL ‘SALES MANAGER.—Important group of Electrical Manu- 
po notes require Chief Sales Executive to control all home market 1 
oo ‘pplicants must possess extensive commercial] and organising | Manufactures and be capable of handling the Nationa! Sales Promotion 
berience and have held similar appointment with large organisation. | for home market. Preference will be given to 
high-grade Executives with similar experience with leading concern. 


4ond. Sch. of Econ. or equiv. 
and tact essential. 


ex 
Headquarters of group are in London 


age be } _ Salary for successful candidate, 
Ww about 40; is commensurate with responsibility of the appointment.— 


industrial group. 


Publicity programme 


lVNHE CHARTERED 


INSTITUTE OF SECRETARIES.—Employers 
requiitng the services of CHARTERED SECRETARIES to fill 
secretarial and similar executive posts are invited to communicate with 
the Secretary of the Institute, 16, George Street, Mansion House, E.C.4, 


QALES PUBLICITY MANAGER.—First-class man required by large 
a Candidates should be experienced in Electrical 


: 1 Head Office in London.—Applicants. age about 40. should write, giving 
rite. giving fullest details of personal, educational si $ ‘d : lles i Ss ducati sines . i salar 
salary required. to G.S.M, Confidential." — a business record and fullest details of ;ersonal, educational and business record, and salary 


_.required, to ‘P.M. Confidential,’? Box 401. 
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Statistical Summary 


CHANGES IN DEBT (£ thousands) 
Net REPAYMENTS 


GOVERNMENT RETURNS 


For the week ended Feb. 
ordinary revenue was £132,743,000, against 
ordinary expenditure of £100,601,000, and 
issues to sinking funds £110,000. Thus 
including sinking fund _ allocations’ of 
£12,365, 356, the deficit accrued since April 
Ist is 424,515,618 against £2,009,958,000 for 


the corresponding period a year ago. 


ORDINARY AND SELF BALANCING 
REVENUE AND EXPENDITURE _ 


Receipts into the 
Exchequer 
(£ thousands) 











Esti- April | 





April | 
Revenue ee, 1 Week | Week 
ae to to ended | ended 
Feb. Feb. | Feb. | Feb. 
2, 1, 2, 1, 
1946 1947 | 1946 | 1947 
~~ ORDINARY | | | 
REVENUE 
Income Tax {1111000 936.997 | 794,811 83,164 68,901 
ee | 80, 000} 40, 499 45,592) 4,380 4,300 
Estate, etc., Duties) 140, 000) 98, 590) 122,959, 2,837) 2,360 
Stamps behets ens 29,000) 20, 139} 30, 404 445, 950 
So ar {| 325,000) 29, 922! 28,242) 860) 490 
E.P.T. 


| 370,482! 288,801 7,060 4,305 
Other Inland Rev 4 1,000, 293, 293 60)... 


Total Inland Rev. 1686000 1496922, 1311102 98, 806) 81,306 


























NR... 66s nee | 595,000) 473, 543 507,950) 11, 948 9,689 
er 592. 000) 460, 460) 485,497) 28,989 33,697 
Total Customs &) 

Bcise ......0+ 1187000 934, 003, 993,447 40, 937 43,385 
Motor Duties ....| 45,000, 38,680) 45, 910) 2,868 4,166 
Surplus WarStores| 150,000)... | 116,198) | 1,374 
Surplus Receipts | 

from Trading ..| 50,000|... 40,000 
Post Office (Net | 

Receipts) ..... a 1,000)... 600 
Wireless Licences} 5,300 4, 150} 8,210) 750) 1,830 
Crown Lands ....} 1,000) on, 840 a 
Receipts from | 

Sundry loans ..| 15,000} 9,486) 23, 390... ne 
Miscell. Receipts. .| 22,000) 63, 268) 36,880, 2, i73 81 
Total Ord. Rev. . .|3161300 2547389 2576978 145694 132743 

SELF-BALANCING | 
Post Office ...... 120,900) 97, 500 108,200} 3,400) 3,900 
Income Tax on 





E.P.T. Refunds| ... | 40605 | $87 





Es eisai wail 3282200 2644889, 2825783 149094 137230 


Issues out of the 
Exchequer to meet 
payments 
(£ thousands) 








Esti- — ; rents 
Expendit ure are | — a | Week Week 
- ia ended | ended 
| to. | #3, | Feb. | Feb. 
: 2 2. 1 
2, a. ’ , 
1946 | 1947 | 1946 | 1947 
wee ORDINARY | eee Gi es 7 





i 
EXPENDITURE | | | 
Int. & Man. of 








Nat. Debt. ....| 490,000; 360, 654 394,464 17, 827 21,500 
Payments to N. 
PE sata ee | 20,000) 8, 573, 14,539 
Nat. Land Fund .} 50, 000 ... | 50,000 
Other Cons. F und) | 
Services....... | 8, 000 7,665 7,029 17; 27 
Total ...........| 568,000) 376, 892 466, 032 17,844 21,527 


Supply Services .. 3524040 4168642 2523096 76,883) 79,074 





oo A ere |se92040 4545534 2989128 96,726 100601 


SELF-BALANCING | | 
P.O. & Brdcasting 120, 900) 97, 500 108, 200, 3,400 3,900 


Income Tax on! | 
| 140, 605, pes. f 7 SOP 
| 





E:P.T. Refunds, cae 2| 


MNOS pon a5 3 000se '4012940| 4643034 3237933 100126 105087 


After decreasing Exchequer balances by 
£342,405 to £3,174,406, the other operations 
for the week decreased the gross National 
Debt by £19,465,873 to £25,074 million. 


NET ISSUES (£ thousands) 

PAD: NE TURNS oi oa bck sce es co vs bude ccdewie 260 
er. Aa MORIN ns Caalae cAdivs osGhisnies wcnccan dake 716 
Overseas Trade Guarantees Act, 1939, Section 4 (1) 14 
Coal Industry Nationalisation Act, 1946, Sec. 34 (1) 2,500 
Local Authorities Loans Act, 1945, Section 3 (1)... 3,700 
War Damage: War Damage Commission......... 2,000 
Finance Act, 1946, Section 26 (7): Post-WarCredits 343 
Finance Act, 1935, Section 30 (1) 3 per cent. Local 
PSE ck dannSnspkinescaedtns ooneenaues’ 


NET RECEIPTS (£ thousands) 
yithe SER ey TRCN Bis da oss och eesecbaluos 225 


lst, 1947, total ~ 


Net Receipts 




















Nat. Savings Certs. 1,050 Treasury Bills ..... 26,386 
24% Defence Bds.. 4,608 3% Defence Bonds . *1,926 
24% Treasury Stock 51 24%, Conv. Loan, 
Ways & Means Ad- | 1944-49..... 25 
VORNS® 60058268 32,110 | 2}% Nat. War Bds., 
1946- OE en 50 
+ Tax Reserve Certs.. 4,814 
Other Debt: 
Internal ...... 80 
| es 4 
Treasury Deposits. . 24,000 
37,819 ! 57,285 
* Including £1,348,000 paid off on maturity. 
FLOATING DEBT 
(£ millions) 
Treasury 7 and 
Bills atvandos Trea- 
= ony Total 
‘loat- 
{ “ . 
— Bank | Posits | ing 
Ten- | 7. Public | _ of y, 
der Tap Depts. | Eng- Banks 
land 
; | 
1946 | 
Feb. 2 |1789-C) 2434-4) 393-7 1576-5| 6184-5 
Oct. 19 |2000-0) 2550-6 | 430-4 9-0 | 1764-5) 6754-5 
» 26 |2020-0) 2532-2} 425-3 «ee * | 1743-0) 6720-5 
Nov. 2 |2030-0) 2505-5| 462-5 ose 1743-0| 6741-1 
» 9 |2040-C! 2479-0) 426-6 ose 1743-0| 6688-5 
» 16 |2050-0) 2464-4] 405-7 inl 1743-0| 6663-1 
» 23 |2060-0| 2481-5] 392-4 ase 1742-5| 6676-4 
» 30 |2070-0) 2460-5) 372-4 ea 1742-5| 6645-4 
Dec. 7 |2080-0| 2487-3} 376-1 on 1742-5| 6685-9 
» 14 |2100-0) 2377-8} 388-6 | 2-75 | 1729-0] 6688-1 
» 21 |2120-0! 2496-0) 375-8 | 17-3 | 1688-5} 6697-5 
» 28 |2140-0) 2455-6| 448-0 ase 1676-5! 6720-1 
1947 
Jan. 11 |2150-() 2467-1) 411-4 1686°5| 6715-0 
» 18 |2150-C; on 412-2 1681-0| 6700-4 
25 |2145-¢) 2461- 395-1 1657-5 | 6659-2 
Feb, 1 (2145-0! 2435- 3 427-2 | 1633-5) 6640-8 


TEEASURY BILLS 


(4 millions) 














a % 

Date ot ns 5; ate Allotted 

Tender Ottered Allotted ot Allot- at Min. 

ment Rate 

1946 | 

Feb. 1] 130-0 207-4 | 130-0 | 10 1-40 49 

Nov. 1 160-0 | 290-9 | 160-0 10 1-37 39 
ap 8 | 160-0 | 293-4 | 160-0 10 1-32 38 
» 15 | 160-0 | 282-2 | 160-0 10 1-69 45 
» 22 | 160-0 | 272-0 | 160-0 10 1-67 45 
» 29 | 160-0 | 258-3 | 160-0 10 0-62 54 

Dec. 6 | 170-0 | 313-7 | 17)-0 9 11-25 31 
» 13 | 170-0 | 295-8 | 170-0 10 0-14 45 
» 20 | 170-0 | 280-3 | 170-0 911-92 | 46 
» 27 | 170-0 | 285-8 | 170-0 10 0-27 47 
1947 

Jan, 5} 170-0 | 273-7 | 170-0 10 0-69 54 
» 10 | 170-0 | 287-6 | 170-6 10 0-16 47 
» 17 | 170-0 | 278-4 | 65-9 10 0-41 51 
» 24 | 160-0 | 977-2, 1600) 10 1-43 24 
+» 31} 160- 0 | 303- 0; 160- 0 | lo 1-14 aa 


On Jan. 31 applications for bills to be. paid on aden. 
Wednesday, Thursday, Friday and Saturday were accepted 
as to about 37 per cent. of the amount applied for at 
£99 17s. 6d. and applications at higher prices were accepted 


in full. 


£99 17s. 7d. and above were accepted in full. 


Applications for bills to be paid on Tuesday at 


£170 million 


(maximum) of Treasury Bills are being offered for Feb.14. 
For the week ended Feb. 15 the Banks will not be asked for 


Treasury deposits. 


NATIONAL SAVINGS 
CERTIFICATES AND 23% BOND 




















SUBSCRIPTION 
(4 thousands) 
we rea coeeint 3 
23% , 28% 
—— N.S.C. Defence! vos N.S.C. Defence 
> | Bond: | Bonds 
Pe = “i — 
1946 Dec. 28 | 2,500 1,960 
Nov. 9 | 3,250 2530 | 1947 | 
. 16 | 2,800 | 2,875 |Jan. 4 2,600 2,910 
» 23] 3,950] 3230; , 11] 3,500 3,240 
30 | 2,900 | 4,230 ar 3,700 6,750 
Dec. 7.| 5,400 | 4,525 oS at 5,100 5,820 
» a4] 3.200 | 1855 —| 
» 21) 4,400 | 2,590 | Totals | 
| | to date |*1.678,770 | | §86,480 


* 375 weeks. 


§ 39 wei. 


Up to Jan. 25 principal of Savings Certificates to the 
amount of £419,925,000 had been repaid. 





BANK OF ENGLAND 
RETURNS 


FEBRUARY 5, 1947 


ISSUE DEPARTMENT 


Notes Issued: é Govt. Debt... n.As,100 
In Circln. . - 1571, 055,196 | Other Govt. 
In Bankg. De Securities ... 1438,188,653 
partment , 79,192,637 | Other Secs... . 788,052 
Coin « ther 
than Gold 8,215 
Amt. of Fid.——-——- 
Issue ....... 1450,000, 000 
Gold Coin and 
Bullion (at 
172s. 3d. per 
oz. fine)..... 247,833 
1450,247,833 1450, 247, 833 


BANKING DEPARTMENT 








; £ 
— pane - 14,553,000 | Govt. Secs... . 247,483,308 
200s eben e 3,799,029 | Other Secs. : 
Public Deps.*. 22,909,213] Discounts and 
— Advances... 23,661,651 
Other Deps. : Securities.... 26,724,809 
Bankers. .... 280,742,008 — 
Other Accts... 56,427,580 50,386, 460 
————-——- | Notes........ 79,192,637 
337,169,588 | Gold & Silver 1,068,385 
DAR ss oases 
378,430,830 378,430,830 


* Including Exchequer, Savings .Banks, Comumussiouers 
of National Debt and Dividend Accounts. 


COMPARATIVE ANALYSIS 











(4 millions) 
1946 | 1947 
| 
| Feb. | Jan. | Jan. | Feb. 
| 6 | 22 29 5 
| 

Issue Dept. : | 
Notes in circulation ..... }1333-8)1371- 5, 1364-5 13571-1 

Notes in banking depart- | | | 
ee eit ey ere 66-4) 78-7) 85-8 79-2 

Government debt and | | | 

SOOMETNNE oc evesccece |1399-2'1449-2'1449-3 1449-2 
Other securities ........ 0-8 0-8 0-7, 0:8 
ee a | 0-2) 0-2) 0-2) 0-2 
Valued at s. per fine oz.-| 172/3| 172/3, 172/3) 172/3 

Banking Dept. : | 

Deposits : | 
nD sas widhcs ou ueewe 13-0, 17-5 16-0, 22-9 
ME oss sepeesctees 207-9) 288-5) 288-4 280-7 
SS nou bansbersoecee 56-7) 58-3! 60-6 56-4 
SS eee eee 277-6) 364-3) 365-0! 360-0 

Oe, eee | | 
Government. ........... 205-9) 261-7) 242-7, 247°8 
Discounts, etc. ......... 2-6 + 23- 4 25-4 23-7 
ey re 20-1) 17-8 28-3 26°7 
MMT csc sS psec euhoe 228-6) 302-9) 296-4 298-2 
Banking dept. res. ........ 67: 0} 79-7; 86-8 80:2 

% % % | 
* Beoportion”’. o<..sccvcee 24-1) 21- é 23-7 2 2 








* Government debt ts £11,015,100 , capitat £14,553,000. 
Fiduciary issue raised from {£1,400 million to £1,45’ 
million on December 10. 1946. 


“THE Economist’’ INDEX OF WHOLESALE 











PRICES 
(1927 = 100) 
Jan. 29 Jan. 14 | Jan. 28 
| 1946 | 1947 | 1947 
RES ers Tans. . 
Cereals & meat .. | 108-3 | = 110-1 | 110-8 
Other toods ..... 107-3 126-5 126°5 
GRAMS 2. cd vccs 105-6 | 130-5 131-3 
Minerals......... 172-6 211-0 211-9 
Miscellaneous .... | 128-1 138-5 137-2 
Complete index 122-4 | 139-1 139°0 & 
1913~100 168-5 191-3191 
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THE ECONOMIST, February 8, 1947 


THE MONEY MARKET.—Though the floating debt position this 
week involved a substantially larger net release of funds to the market 
and the banks, the short loan market appears to have been working 
on an even narrower margin of cash than in the previous week. There 
was again no call for fresh money on TDR’S, and maturities in the 
hands of the clearing and Scottish banks amounted to £33 million, 
compared with £23 million last week. The issue and maturity of bills 
were again nominally balanced at £160 million, but a much larger 
proportion of the tender offer-was evidently absorbed by the authorities, 
for total applications rose steeply, from {277-2 million to £303 million, 
and the market quota dropped to 37 per cent. compared with an 
efieetive 50 per cent. 

At the end of last week, the market needed official aid (given both 
direetly and indirectly) both on Thursday and Friday (making three 
successive days) but credit supplies on Saturday, though they had 
to be strenuously sought, proved just adequate. Conditions were 
similar on Monday, but in spite of substantial payments for Treasury 
bills and tax transfers, no official assistance was required, while on 
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Tuesday credit supplies were quite plentiful. This relief, however, 
was wholly due to the fact that the market had not tendered for the 
Tuesday bill, since this is an 88-day maturity ; on Wednesday, when 
payment for bills was resumed, there was a flurried search for fund$ 
and a small amount of official assistance had to be sought. This week’s 
experience is, indeed, a good example of the advantages that would 
accrue from adoption of a standard 9l-day Treasury bill, the possi- 
bility of which is discussed in a Note on page 254. 

The Bank. Return shows an unexpectedly large end-month expansion. 
of the note circulation, but this may be associated with the bad weather 
and the difficulties of transport. It has obviously contributed to the 
shortage of credit supplies, which have also been disturbed by the 
withdrawal of part of the large funds held on the market in connection 
with the Dobie issue. At the moment of the Return, a considerable: 


amount—£7 million more than last week—was also immobilised on’ 


public accounts, and bankers’ balances have dropped to £281 million,: 
their lowest level since the abandonment of window-dressing. 





SECURITY PRICES AND YIELDS 


(A fuller list containing 370 securities appears weekly in Records. and Statistics) 








| 1947 | 1947 | 1947 | 1947 


il ae be oe ae aE 


} | 1 1 
' Prices, | | | } Net | Gross 
Jan. 1- Feb. 5./) \| Price, Price, Yield,* | Yield,* 
947 | Name of Security j| Jan. 29, | Feb. 5, | Feb. 5, | Feb. 5, 
\ 


British Funds* ' 








| fo) gd) ) £ 3.6 
103% | 1018 |\Conversion 3% 1948-53.........- 101?xd)_—s1013xd S56 } 33 
13% = 10248 ||War Bonds 2}% 1949-51........./ 1034 103} @.:2..241 4 § 
102% | 101g || Exchequer Bds. 13%, 1950........ | 102 102 C5 --bi 2 22 
W5- -| 1038 a Bonds 24% 1951-53 ........-) 104xd 1044xd 0 6 7 1 8 3) 
105% | 103 : || War Bonds 23% 1952-54......... | 104ixd 1043xd 0 9 8 11l 4 
1c6— oat || Funding SE Uy APOGEE, . cones ckes }; 1053 105 } 0 8 8'113 4 
108} |.107% |\Nat. Defence 39, 1954-58........ .| 107% 108% 01010 1 16 11 
1095 = 108% \Wat Loan 3% 1955-59..........- || 109} 109 | 0 * ea. iT 
108% | 107% Savings Bds, 3% 1955-65......... | 107#xd, 108ixd 0 3} BIS s1 
10543 =1047 |} Funding 23% 1956-61 ........... | i094 104} 015 6/118 :2 
109} | 10823 ||Funding 3% 1959-69............- I 109} 1094. 017 2237 
1223 | 121% ||\Funding 4% 1960-90............- \| 1221p 1228109 8:2 2-7 
110% | 108} | |Savings Bds. 3% 1960-70........- 1083xd 109xd 018 8 2 4 3 
1043 104% ||Savings Bds, 23% 1964-67.......- | 104% 1048 1. 2 3} 2.436 
1233 122s || Victory Bonds 4% 1920-16t.......} 122jxd © 122ixd 015 1/2 6 2 
1ll® | 4033 ||Savings Bds. 3°% 1965-75........- }} 109gxd| ll0ixd 1 011 :'2 6 5 
1083 107 |g | War Loan 3$% aft. 1952 ......... | 1084 1083 0 9 S12 10 4 
ll} 114} ‘Consols 4% (after 1957)..........) L16gxd 1173 08 6,21 6 
115i8 | 1144 |\Conv. 3$% (after 1961)........... | 1153 015 11|2 510 
1003 99f || Treas.Bds,2}% (after 1975) .......| i 992xd' 17 7,210 0 
MO, |: 1LO9f || Treas. Stk. 3% (aft. 1966)... si 109% 2° 272 1-228: 5 
117% | 1ief = || Redemption 3% (1986-96)..... | $ 1163 13 18/'2 -4: 9 
99 9B Conseils BIS Geos cece cee ves act 984 1 711:;21011 


see | ! ha. es 





_* To earliest redemption, except § flat yield and $ assumed average life 17 years 6 months 
Net yields after allowing for tax at 9s. in £. 


j 


| 
if 


| 
| 
Prices, y p {| 
Jan. 1-Feb. 5, se oes | Price, Price, Yield, 
1947 me | Name of Security || Jan. 29, | Feb. 5, | Feb. 5, 
Pgs a are gee j| 1947 1947 1947 
High | Low (a) (b) (c) | ii | 
% % Other Securities Rake Gas 
113} lg, (a) (da) Australia 3)% 1965-69..... 112 112 -2 8 3 
105} 1043 (a) (d) Birmingham 23°, 1966-71...) 105 105 2 3'7 
102 1003 (a) (d) (Argentine 34% 1972 ...... 101 101 SS 9 
128/9 124/44 40 ¢! 40 ¢ Anglo American Corp. 10s...; 127/6 127/6 |3°2 9 
2153/9 | 118/9 15 b 5 a Angle-lranian Oil £1....... 130/- 130/73 | 3 1 0 
71/- 63/5} 10 ¢€ 10 ©) Assoc. Port.Cem.Ord.Stk. £1), 67/- 66/6 3 0 3 
42/- 38/9 25 ¢ 40 ¢ ‘Austin Motor A Ord, Stk. 5s./| 40/6 40 ae da 
95/44 88/3 1b 7 a Barclays Bank Ord. “B” 41 90/- 89/- 33 0 
243/9 | 2222/6 «+5 a> +20 & }\Bass Ratcliff Ord. £1 ......, 232/6 | 225/- 2 4 6f 
105/73, 96/3 12 b 8 a British Oxygen Ord. f1.... 98/9 976 4 2 0 
' 58/6 53/9 5 b 2}a@ |\Courtaulds Ord, #1........ 55/3 5S5/- {214 9 
28/9 26/° 8 ¢ 8 ¢ Dorman Long Ord, #1..... || 26/3 26/6 6 10 
717/44 «71/- 8 ¢ 12 ¢ ‘Dunlop Rubber Ord, {1.... 13/- 71/6 a @ 
47/6 43.9 5 b 3 a tmp, Chem. Ind. Ord. Stk. 41); 45/3 44/- §312 9 
49,6 40/- ike 10 ¢ Lanes, Cotton Ord. Stk. £1..|) 46/3 45/73 | 4 7.6 
55/6 52/- 5 ¢ 5 e¢ Lever and Unilever Ord, £1 54/- 53/- 118 0 
77/6 68/9 10 ¢ 10 ¢ London Brick Ord, Stk. #1.) 71/3 10/- 2 9 
84h 81 (d) (d) \L.M.S. 4% Ist Pref. Stk..... 82 823 '417 0 
36/9 /- 4hb 2ha@ | N.-Eastn. Elec. Ord. Stk. £1); 35/- 35/- 4 0 9 
58/9 51/9) 1236 5 a |P’chin J’nson Ord. Stk. 10s 54/- | 52/- So F.5 
39 363 = #69.07c'+1144 ¢ | Prudential “A” £1......... 37} 363 nl 17 OF 
63/44 57/- 124e¢, 12}¢ ‘Stewarts and Lloyds Det. £1) _59/- 58/6 4.$.'@ 
105/73, 93/1}, +336, +23a@ “Shell” Transpt. Ord. Stk. 41) 102/6 99/44 1 5 3t 
147/14) 135/- 10 a@| 12}b ‘Lube Invst. Ord. Stk. 41...)/ 1141/3 | 135/- 3 6 9 
96/3 86/9 33a 83h Turner & Newall Ord. Stk. £1) 91/- 89/- 216 $ 
107/35 | 91/- 15 a| 55 b Woolworth (F. W.) Ord. 5s. | 102/-xd-98/-xd_ 3 11 6 


(a) Interim. (b) Final. (c) Whole year. (d) Int. paid half-yearly. (n) Yield. Bas's 
69-58% tf Free of Tax. 





(Continued from page 258) 
increases were the engineering group (£648,coo), building 
(£483,200), and agriculture (£381,000). Industries in which 
there was no change included coal mining, port transport and 
merchant shipping. 

Parallel with this trend towards higher wage rates, there was 
a marked decrease in the length of the working week. Just over 
2 million workers enjoyed a reduction of 2} hours a week on 
the average, largely as a result of the conclusion of agreements 
for the 44/45-hour week. Among the industries principally 
affected by these agreements were cotton, woollen and worsted, 
tailoring, printing, building and civil engineering, and furniture 
manufacture. In most of these cases, the introduction of the 
shorter week accompanied an increase in wage rates which more 
than compensated for the reduction in hours. 

It is encouraging that fewer working days were lost during 
1946 through trade disputes than in 1945—2,160,000 compared 
with 2,840,000. The engineering industry, chiefly the motor 
industry, was responsible for about one half of the 1946 total. 
Although the mining industry accounted for three-tifths of 
the total number of stoppages, the majority of these were of short 
pean and did not result in any substantial loss of working 
ays. 

On balance, the labour record for 1946 can be regarded as 
reasonably satisfactory, but it would be rash to predict an equally 
smooth passage for 1947. The year began badly with the trans- 
port strike ; the pressure for reduced hours is likely to increase, 
and a substantial demand for higher wages has been tabled by 
the building trade unions which, following the failure of the 
National Joint Council to decide on the claim, is new to go to 
arbitration. Even with the present scale of subsidies, which last 
year stabilised the cost of living index at 104 per cent above the 
July, 1914, level, pressure for increased wages is likely to increase. 
And the subsidies are now costing £386 million a year. 


Shorter Notes 


The Board of Tanganyika Concessions Limited have decided 
not to proceed with the proposals for the elimination of the parti- 
cipating preference capital by conversion into preference and 
ordinary capital or by purchase. 


The Rand mine profit figures for January reflect the cost in- 
creases occasioned by the withdrawal of white labour trom a 
number of shafts. February results may be more seriously 
affected. 

* 

The Australian Government is replacing $45 million of 44 per 
cent bonds due May 1, 1956, by a $45 million issue of 3§ per cent 
bonds due February 1, 1962. 

* 

The Amsterdam Stock Exchange may resume trading in Ameri- 
can securities at an early date. Free trading in domestic securi- 
ties—at present 50 per cent of proceeds of sales, are blocked— 
will be resumed on April 1st. Non-resident holders of Nether- 
lands securities must complete registration particulars by 
March 31st. 

* 

The Gas, Light and Coke Company is maintaining its ordinary 
distribution at § per cent. 

*x 

Crepe rubber prices, at over 1s. 6$d. per pound for No. 1, are 
decidedly firm, and the differential over No. 1 sheet tends to widen. 
This should assist those Ceylon and other producers who sell a 
considerable proportion of their output in crepe form. 

. 

The Ceylon Government, as from February 5th, has raised th 
ban on private tea sales. This will permit the Ministry of Foo 
to buy from individual estates at prices which, it is expected, ma 
average less than 3s. per pound. 
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NATIONAL BANK OF INDIA LIMITED 


Bankers to the Government in Kenya Colony and Uganda, 
Head Office: 26 BISHOPSGATE, LONDON, €E.C.2. 


BRANCHES: 

Aden and Cochin Madras Kisumu Kenya 

Aden Point (S. India) Mandalay Mombasa Colony 
Amritsar Colombo Nuwara Nairobi British 
Bombay Delhi Eliya Nakuru E.A. 
Calcutta Kandy Rangoon Entebbe 
Cawnpore Karachi Tuticorin Jinja } Uganda 
Chittagong Lahore Zanzibar Kampala 
Dar-es-salaam Mwanza Tanga ... oso eos ee Tanganyika Territory 
SUBSCRIBED CAPITAL... oe £4,000,000 
PAID-UP CAPITAL — oes £2,000,000 
RESERVE FUND eee eee eee £2,200,000 


The Sank conducts every description of Kastern Banking business. 
Trusteeships and Executorships also undertaken. 








THE 


BANK OF NOVA SCOTIA 


(Incorporated in Canada with Limited Liability.) 
} Established 1832. 
General Office: Toronto, Canada. 


Paid-up Capital... a = aim «-- $12,000,000 
Reserve Fund ove oe ene on — $24,000,000 
Total Assets over ... am 2 --- $650,000,000 


Special facilities are available to the public through the Branches 
of this Bank for the transaction of business with Canada, Newfoundland, 
Cuba, Puerto Ric», Dominican Republic, Jamaica and the United States 
at New York. 
Address enquiries to London Branch: 
108, OLD BROAD STREET, E.C.2. 


E. C. MacLeop, Manager. 


eae 


THE UNIVERSITY OF MANCHESTER 
CHAIR IN ECONOMICS 


Applications are invited tor appointment to a second Chair in 
Economics. It is hoped that the person appointed will be able to enter 
upon his duties on September 29th, 1947. Salary according to qualifica- 
tions and experience. ~ 

Applications, which must be received on or before February 28th, 1947, 
should be sent to the Registrar, the University, Manchester, 13 from 
whom further information may be obtained. 


NIVERSITY OF LONDON.—The Senate invite applications for the 
Readership in Public Finance tenable at London School of 
Economics and Politica! Science (salary £800). Applications must be 
received not later than 27th March, 1947, by the Academic Registrar, 
University of London, Senate House, W.C.1, from whom further par- 
ticulars should be obtained, 


Se neal sha eteaatiensieinsnielliainigheainiaaiceana aa a iapcietibanieictintedth 
NIVERSITY OF LONDON.—The Senate invite applications fo~ the 
Readership in Commerce tenable at London School of Economics 
and Political Science (salary £800). Applications must be received not 
later than 27th March, .1947, by the Academic Registrar, University of 
London, Senate House, W.C.1, from whom further particulars should be 
obtained. 


oe nae cabana threshing gn melts 

RANSLATIONS: Efficient and prompt service -undertaken by 
T specialists in technical and literary work. Moderate terms,—Apply 
to Secretary (E), P.W.E.A. (licensed annually by the L.C.C.), 11, 
Gillingham Street, London, S.W.1 ‘Tel : Victoria 2705. 


MIVRADE WITH GERMANY.—Business Executive, well acquainted with 
country, language, trade and present-day conditions, offers -his 

services to firms interested in coming import and export. -Has also long 

experience in export and import with France, Belgium, etc.—Box 416. 


i 
CCOUNTANTS, Chartered or Incorrorated, are invited to apply 
four positions on the consulting staff of Robson, Morrow & Co. 
Applicants, other than those who have been in the Forces, should have 
had industrial experience and be interested in developing costing as 
an instrument of managerial control, Age, not over 37. Training will 
be given to successful applicants. Four-figure commencing salary 
and good prospects.—Send full particulars of education, qualifications, 
age and experience, marking envelope ‘ Application,’’ to Robson, 
Morrow & Co., 59, New Cavendish Street, London, W.1. 


mmo CHAIRMEN and MANAGING DIRECTORS.—The services will 
I shortly become available of a senior executive, age 43, formerly 
financial specialist, more recently experienced general administration. 
Present earnings over £3,000 per annum considered of less importance 
than opportunity of working in and contributing to an enterprising and 
expanding business.—Box 418. 


J EGAL and COMMERCIAL EXPERT, linguist, perfect English, 
French, German, Czech, reading knowledge Spanish, Russian, seeks 
suitable opening, full or part time.—-Box 419. 


ALES STATISTICAL ASSISTANT (female) i1equired by Market 

Research Department of well-known Confectionery Manufacturers. 
Shorthand-Typewriting an advantage Permanent position for reliable 
person.—Write, giving fullest details, Box 416. 


OR SALE. Freehold. Vacant possession, Well-conditioned Country 
House. Eight bedrooms, 3 reception, garage. All services. Six 
acres, Twenty minutes Portsmouth. Price £16,000, no extras.—Apply sole 
Agents, wae Drawing Office, 26, South Street, Chichester, Sussex. 
"Phone 


RGENTLY REQUIRED for. binding purposes, Vol. CLi1 
“Economist,’’ September 28th, No. 5379; October 5th, No. 5380; 


October 26th, No. 5383.—Box 409 
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THE HONGKONG AND SHANGHAI 
BANKING CORPORATION 


(Incorporated im the Colony of Hongkong.) 

















CAPITAL ISSUED AND FULLY PAID UP. $20,000,000 
RESERVE FUNDS STERLING - - «= -« £7,125,000 
RESERVE LIABILITY OF MEMBERS - . $20,000,000 


Head Office: HONGKONG. 

London Office: 9, GRACECGHURCH STREET, €E.C.3. 
Chief Manager: THz HoNnouraBLe Mr. A. Morss, C.B.E. 
BRANCHES AND AGENOIES THROUGHOUT INDIA AND 
THE FAR EAST, Ete. 

HONGKONG & SHANGHAI BANK (TRUSTEE) LIMITED. 

9, Gracechurch Street, E.C.3, a company incorporated in England and 
an affiliate of The Hongkong and Shanghai Banking Corporation, is 
prepared to act as Executor and Trustee in approved cases. 

Full particulars may be had on application. 








COMMONWEALTH BANK OF AUSTRALIA 


Guaranteed by the Branches. and Agencies 
Australian Government. - throughout Australia, 
Banking and Exchange Business of every description transacted. Bankers 
to the Government of the Commonwealth of Australia, the Government 
of the State of Queensland, the Government of the State of South Australia, 
the Government of the State of Western Australia, the Government of the 
State of Tasmania, Commonwealth Savings Bank of Australia. Agencies are 
open at 3,948 Post Offices and other offices throughout the Commonwealth, 
As at 30th June, 1946—Central Bank Balances ... ee. £A.444,030,911 


Note Issue Department ... nas 660,481 
General Bank Balances ... _ ... 75,469,757 
Rural Credits Department a 3,279,760 
Mortgage Bank rtment ... 2,463,143 
Industrial Finance Dept...  ... 2,090,727 
Savings Bank Balances ... -. 451,883,943 

£A1,185,878,722 


A. H. LEWIS, Manager. 
London Office: 8, OLD JEWRY, E.C.2. 
Also at AUSTRALIA HOUSE, STRAND, W.C. 


REFUGE ASSURANCE COMPANY LTD. 
“Rhief Office: OXFORD STREET, MANCHESTER, | 


ANNUAL INCOME EXCEEDS £15,600,000 
ASSETS EXCEED £92,000,000 
CLAIMS PAID EXCEED £173,000,000 


(1945 Accounts) 





M A. CANTAB. (Italian, French, German, Russian, Economics ‘and 
avi. Statistics) seeks lucrative spare-time work. ‘Anyone interested ?— 
Please write E. Thompson, 90, Argyle Road, W.13. 


Qt SENIOR AUDIT CLERK, age 30-40, required by Central 
London Chartered Accountants. Salary £600.—State age, experience 
and qualifications, to Box 599, Reynells, 44, Chancery Lane, W.C.2. 





NEEKING APPOINTMENT. Regular Lieut.-Colonel (44), P.S.C. 

Eight years’ very varied Administrative Staff experience, including 
five years first grade, mainly War Office . last three years in Economics 
Directorate. und organiser, adaptable and pleasant personality. 
Political, economic and cultural interests. Private enterprise and near 
London or South preferred, Modest initial salary with prospects. 
Highest references.—Box 410, 





* CONOMIC PLANNING.” A paper read before Institute of Public 

Administration by Rt. Hon: Herbert Morrison, M.P. Now obtain- 
able from office of the Institute, 18, Ashley Place, S.W.1, price 1s. 
41s, 1d. including postage), or from principal booksellers, 


a Sales Manager reqired immediately by large pharma- 
ceutical concern with London headquarters. Must have 
thoroughly up-to-date knowledge of sales organisation and of selling 
and advertising methods in both home and export business in the phar- 
maceutical trade. Age 35-45. Salary up to £2,000 pa.—Full particulars 
in strict confidence to Box 413. 





(jRADUATE. age 25-30, with engineering qualifications, to train for 
executive post on production in metalware factory in Midlands. 


Starting salary £500.—Apply Box 414. 





HE SCOTTISH CO-OPERATIVE WHOLESALE SOCIETY, LTD. 

wishes to appoint as Director OF RESEARCH a man of exceptional 
academic qualifications and practical ability, capable of founding and 
administrating a research institute covering every aspect of research 
required by the Society. 

Age preferably under 50. Attractive salary, but only distinguished 
men need apply.. Applications, marked *‘ Research,” with full details of 
scientific technical and administrative experience, should be made, 
stating terms required, to Robert W. Leckie, Secretary, S.C.W.S., Ltd., 
95, Morrison Street, Glasgow, C.5. 


yp eee HOUSE MANAGER.—Large firm of Papermakers and 
Merchants require competent executive (30-40 years) as Counting 
House Manager, to take full charge of Accounts Department, including 
Credit control, after short period of acclimatization. Wide knowledge of 
accounting methods and machinery is essential. Must be capable of 
selecting and handling staff. Energy, tact and sound judgment are 
necessary attributes. Opening saiary £800 per annum.—Apply, in first 
instance, in writing, giving full personal and technical details to Per- 
sonnel Manager, Spicers, Limited, 19, New Bridge Street, London, E.C.4 
Pees WOMAN, English, with French degree, seeks post with 

scope. Experienced creating, conducting import/export, and respon- 
sible work Foreign Government. Expert French, English, shorthand 
typist. Salary £400, plus incentive o: prospects.—Box 417. 
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